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NATIONAL POLICY AND ISSUES 


JINGJL YANJLU DISCUSSES ECONOMIC LEADERSHIP 


HK280847 Beijing JINGJI YANJIU [ECONOMIC RESEARCH] in Chinese No 9, 20 Sep 83 pp 39 


{Article by Tong Dalin of the State Commission for Restructuring the Economic 
System and Liu Ji of the Shanghai Association of Science and Technology: "On 
Economic Leadership") 


{[fext) During the lifelong actualization of the Chinese revolutionary move- 
ment, we have formed a relatively complete series of principles and methods 

for political, ideological and administrative leadership. Much experience 

has indeed been gained. The party has shifted its focus to economic construc- 
tion since the 3d Plenary Session of the llth CPC Central Committee. Undoubted- 
ly, political, ideological, and administrative leadership are of the utmost 
importance. But economic work should also have its own regular pattern. It 
also requires some guiding ideology and methodology. That is to say, political, 
ideological, and administrative leadership should meet the requirements of 
economic work and they should be improved and upgraded. More importantly, 
economic leadership should be exercised in leading economic work. 


What, then, is economic leadership? What are its essentials and characteristics? 


1. Formulation of economic policies. 


The major task of leaders is to formulate policies. Whether or not a policy is 
correctly made has a direct bearing on the ups and downs of an undertaking. 

It is also the key to assessing the standard and performance of leaders. The 
formulation of economic policies is the prerequisite of good economic leadership. 


Economic policies should be formulated on the basis of strong and systematic 
concepts. Our economic construction aime to put into effect the four moderni- 
zations, whose ultimate goal is to bring forth an economic transformation of 

our state, ranging from small-scale production to our socialist economy as a whole. 
The economy we are building up is not a small-scale peasant economy which is 
characterized by isolation and self-sufficiency, but a comprehensive system 

of agriculture, industry, commerce, science, and education. Our economy can 








continue to enjoy a steady growth only when it is developed in a well-coordinated 
manner. Each component has its own system. Our agriculture, industry, and 
education are of a large scale. Each component consists of a series of links. 
Taking industry as an example, it should have market research, scientific study, 
technological exploration, goods production, and marketing as its links, which 
are, in themselves, individual systems. Our economy is thus made up of various 
tiers of systems--major, medium, as well as minor ones--linked up by crisscross 
structures having complicated but correlated effects. As the saying goes, a 
slight move in one part may affect the situation as a whole. Any change may 
trigger off a chain reaction. A policy which is perfectly beneficial to a minor 
system may greatly jeopardize the major system or other minor ones. Economic 
policies should be formulated comprehensively, and this is what we call systematic 
concepts, which require economic leaders at all tiers to bear in mind the overall 
results of the major system when formulating their own policies. Minor systems 
should give way to the major system. Bearing in mind that their policies should 
never go against those made by the major system, they should mobilize their own 
initiative and creativity, gain profits for themselves, and contribute to the 
results of the major system. In addition, the policies of the major system should 
be coordinated with those of the minor ones. Coordination does not mean equal 
sharing of profits, nor does it mean distribution of results. It is an overall 
weighing of the advantages and disadvantages through a systematic analysis, a 
mobilization of the initiative and creativity of various minor systems in a bid 
to score the greatest results for the major system. "Those who are wise and 
resourceful ought to attach importance to the overall situation; those who are 
shortsighted should pay attention to trivial cases” should be the motto for 
policymakers. Economic leadership should never be partial or one-sided, treat- 
ing symptoms but not the disease. Prejudiced policies may be beneficial to a 
certain party in the short run, but they may trigger off a number of more sericus 
and far-reaching problems. It can be seen clearly that economic policies should 
be formulated from the higher levels down to the grassroots. Minor systems are 
unable to make their policies if those of the major system have not been formu- 
lated. In addition, it should be noted that different systems have different 
structures, social functions, surroundings, and conditions. They also have 
distinct problems and ways of cracking them. The experience gained from agricul- 
ture cannot be applied indiscriminately to industry, nor can the methods adopted 
by our industry apply mechanically to the technological field. Even a minor 
system cannot copy the experience of its counterparts within the same industrial 
system. in sum, aimless economic leadership is in conflict with systematic 
concepts. Economic leaders should try their best to avoid such conflicts. 
Furthermore, system's structure should be worthy of note. Macroeconomy and micro- 
economy have their own distinct problems and ways of solving them. They should 
never be treated indiscriminately. Leadership should be exercised at all 

levels in the economy. Macroeconomic leaders are required to solve macro- 
economic problems while microeconomic leaders are required to work out solutions 
to microeconomic problems. They should fulfill their own duties and assist one 
another. Confusion and intervention should, however, be strictly avoided. 


Another essential element of making economic policies is that experts should 
take part in policymaking. The policymaking of modem economic work is a true 
task of scientific research, economic planning which requires wide-ranging 
expertise. No leaders, not even those of high intelligence, are competent in 











the work. They cannot carry it out even if they resort to meetings. F*onomic 
work of a complicated nature can never be thoroughly considered at meetings. 

In policymaking, they have to count on experts, whose participation is an 
inseparable strand of economic policymaking. It is in this respect that major 
economic leaders are essentially distinguished from minor production leaders. 

A leader of the latter type makes policies by exercising his own discretion. 
The more and better ideas he has, the higher his standard of leadership. A 
major leader of socialist economy is, however, entirely different. He should 
show keen foresight, keep abreast of the overall situation, identify problems, 
put forward subjects for discussion, aiid then hand them to an expert or a group 
of experts to do scientific research, finaliy making a decision on the proposed 
plans. The standard of his leadership can be refiected, first, by his keen 
discovery of problems and, last, by his shrewdness in choosing correct solutions 
to existing problems. It should be noted that a team of experts should have a 
permanent status. Otherwise, their extemperaneous decision will be in no way 
better than that of the leaders. The permanent establishment of a team of 
experts is what we call a brain trust, which can be generally classified into two 
types, namely strategic brain trusts and tactical brain trusts. The former 

are formed of strategic scientists who are responsible for studying the 
strategies for development. They make achievements in bringing forward new 
ideas, new concepts for leaders to choose from. The latter are formed of 
systemavic analysts and technical economists who make achievements mainly in 
drafting various kinds of working programs for selection which are in accordance 
with the leaders’ strategic policies. It is believed that nowadays no economic 
policies can be made without the help of a brain trust. 


2. Economic design. 


What we call econemic design means that we should have the concept of structure 
so that economic activities can be organized organically. After a systematic 
analysis of economic activities, we should organize various essentials to form 
a structure which can give forth the optimum economic results. This structure 
should be a system of self-coordination full of vitality. For example, accord- 
ing to their processes, modem economic activities can be divided into four 
categories of industries: the first category comprises agriculture, mining, 
and others which possess the characteristics of raw material exploration; the 
second category comprises the processing of various kinds of products; the third 
category comprises industries that provide different kinds of service for the 
previous two categories; and the fourth category comprises science and technology, 
which enhance the economic level and capabilicy of the first three categories. 
The four categories of industries should develop in an organic and coordinated 
way and should constitute a structure of mutual reliance and promotion in 
different strata. This is the greatest level of our economic design. Take 
another aspect for example. In a country, based on natural resources, geo- 
graphical conditions, and the level of development, economic zones of different 
natures and scales should be established. They have their own characteristics 
and coordinate in every possible way, forming another stratum of the economic 
mode. Further, in every economic zone there should be a rational enterprise 
structure, which should comprise "pillar enterprises,” which can fully reflect 




















the special features and advantages of the zone, “supporting enterprises ,” 

which can ensure the normal activities of the pillar enterprises, and “assist- 

ing enterprises” which can make the resources and products of the pillar 
enterprises end the supporting enterprises achieve optimum comprehensive 
utilization. These three kinds of enterprises, supporting one another, can 
flourish together, forming another stratum of the economic mode. We then go on 
to the enterprise structure. All enterprises should be interdependent and 

form an economic pattern, in which a major enterprise ‘s assisted by a batch 

of medium enterprises which are again aided by a large batch of minor enterprises. 
The major enterprise and the medium and minor ones should be coordinated to form 
4a stable “community” of enterprises, which is not small-scale production only, 
consisting of isolated, self-administering "large and comprehensive enterprises,” 
“medium but comprehensive enterprises,” and "small but comprehensive enterprises.” 
Last of all, an enterprise should have an effective economic pattern, made us of 
market reseurch, scientific and tecinological study, and production and marketing 
wits. In sum, only when modern economic activities are made up of economic 
patterns of various levels and types can they ensure a continuously stable and 
effective growth. Competent economic leaders are those who are keen on designing 
various economic patterns according to the varied situation. 


It should be stressed that scientific planning is the substance of any economic 
policy. In formulating an economic policy, the following matters should be 
considered: Which systems will be affected? What will be the possible conse- 
quence? What kind of action should be taken to tackle any problems which arise? 
Through which system will the policy be implemented? How should those systems 
be coordinated? It is also necessary to transmit the objectives systematically 
and level by level for implementation. The more important the policy, the more 
comprehensive and well-organized the planning should be. Technological projects 
should be carried out in this manner, so should economic policies, which are also 
a type of economic mode. Any economic policy without such a mode can never be 
carried out effectively, Even if it is implemented, it will lead to a series 

of undestrable or even disastrous consequences, 


Nowadays, it is both necessary and possible to have economic planning, since 
mdermeconomics does not start from scratch. We have Marxist theories as our 
basic ideological guidelines. We are also equipped with various economic 
theorles and other scientific theorles as our specific guidelines. In addition, 
we have a wide spectrum of knowledge, social information, and scientific methods 
as Well as some highly technical alds, such as computers, for prediction and 
analysis. All these factors ensure the desired scientific reliability of cur 

economic pattern. It is, therefore, dangerous for us to be reckless in economic 
leadership, which cannot be simply replaced by the philosophy that “truth can 

be attained through practice.” It must be borne in mind that, in the realm of 

economic work which is of a complicated nature, truth cannot be attained without 
theoretical analysis, scientific predictions and countermeasures. Nor can it 

be attalned through blind practice which is devoid of an economic pattern. Even 

if we attain some truth by trial and error, we may have wasted a lot of time 

and paid a high price. Moreover, it is necessary to reanalyze the function of 

slogans. In political leadership, a good slogan can mobilize the will of 

millions of people and forma mighty force. However, in economic leadership, 











even an uncomplicated slogan, no matter how correct it may be, is liable 

to arouse complications, since any slogan consisting of an economic principle 
can be interpreted differently by economic systems and the various levels 
within them, resulting in the formulation of “localized policies” which are 
selfish, contradictory and destructive; also, a slogan can never perform the 
meticulous and well-organized functions of scientific pattern. Let us take 
“open market,” am appropriate policy for boosting the economy, as an example. 
To exercise economic leadership, before policies are implemented, a series 
of economic laws on business management, tax, hygiene and even contract an 
monopoly have to be formulated. Such laws should also be widely publicized 
and carefully explained. Any disputes over the laws have to be settled in 
economic courts. That is to say, a scientific economic pattern has to be de- 
signed. If we act on the basis of the slogan “open-market,” alone we will 
inevitably have malpractices such as speculation and profiteering, tax evasion 
and fraudulent purchase of state-controlled commodities, to the detriment of 
State interests. It will unavoidably spark off undesirable practices such as 
replacing superior goods by substandard ones, forcing up commodity prices, ani 
neglect of hygiene, to the detriment of the consumer's interests. Such 
practices could become so widespread that they might cause chaos and losses 
which could have been avoided. The reason that the vicious circle of 

“re laxat lon-chaos-rest riction-inflexibility-relaxation” has existed for years 
is that a good economic pattem for open market has not been designed. 


Economic patterns are what our economic activities and policies are aiming at. 
They should be implemented step by step. When defining objectives for our 
economic patterns, we often bow to reality in the process. As a result, 
scieptific objectives are replaced by contingency measures. After setting 
objectives for our economic patterns, we tend to act with undue haste and spoil 
our plans by excessive enthusiasm. As a result, we rum into snags and are 
foiled in the complicated economic realm. Economic leaders should try their 
best to avoid these two tendencies. A good leader should be keen on linking 
up objectives for economic patterns with the steady implementation of such 
patterns. Reckless mass movements in economic work should be avoided. It is 
imperative that modern economic leaders should implement economic patterns step 
by step. As haste makes waste, any hasty action will only unduly affect the 
coordination of various systems and do damage to vital economic patterns. Even 
if we are able to achieve our objectives, the game is not worth the candle. 

Any hasty action will trigger off undesirable consequences and impede our 
economic progress. 


3. Economic results. 


Economic results are the ultimate criteria of all economic activities. Whether 
or not an economic leader is successful and distinguished solely depends on his 
ability to achieve results, and the quality of such results. Microeconomic 
activities will be at a loss if economic results, the fundamental objectives, 
are ignored. So will macroeconomic activities, tho.gh their criteria differ 
from those of microeconomic activicies. Normally, economic leaders should not 
define any objectives or use any criteria other than economic results. For a 
long time, people confused the economic means for achieving certain political 
aims with the economic results of economic activities. They thought that 








“political significance” could serve as an effective objective for economic 
activities. it is true that economic means can be used for achieving certain 
political aims. But this can only apply to the distribution of wealth after 
economic results are achieved, not to the objectives of economic activities. 
Fruitiless economic activities and a backward economy may prevent us using 
economic mans to achieve political alms. In a certain sense, a backward 
economy owing to poor economic results poses a serious political problem for 
us. 


Since economic results are the ultimate alm and criteria of all economic 
activities, economic leaders’ ability to analyze economic results should be 
strengthened. Policies on economic activities should be analyzed systemati- 
cally. Possible gains and losses have to be estimated and the degree of risk 
has to be assessed. Policies have to be implemented with the aim of achieving 
possible economic results. We have to rely on expert scientific proof and 
analysis of feasibility, without which, economic policies will become rash, 
reckless, and incompatible with good economic leadership. 


In respect of various ways of management, economic leadership, with economic 
results as its alm, is different from political or administrative management. 
The re have been some changes of concept. For instance, in political leader- 
ship, it has become a usual practice for leaders to sustain the advanced and 

the backward so as to encourage the vast majority to move along. Setting a 
yood example may give enormous encouragement to the vast majority. Helping 

4a bad unit to improve or assisting the backward to break through may encourage 
the masses of the people. The reason is that people's mental activities are, to 
a large extent, similar in nature. Economic leadership is, however, another 
story. Leaders should pay special attention to the vast majority of mediocre 
enterprises. Only when their problems are solved and their standard raised can 
they achieve the grea°est economic results. We cannot boost our economy by 
paying attention to just one or two advanced enterprises. It is quite difficult 
for advanced enterprises to help mediocre ones, which make up the greatest 
portion of our industry, move along for they differ not only in system, environ- 
ment, and condition, but also in economic pattems. Taking personnel management 
as another example. For years we have carried out the policy of “not judging 

4 person by a single act or a short period of his life. but by the things he 
has done throughout his life." So far as politica te concerned, the policy is 
both correct and effective. Whether or not aman is employed depends on the 
overall assessment of his merits and demerits in the past. However, in respect 
of economic management, economic leaders should stick to the principle of “not 
only judging a person by the things he has done throughout his life but also 

by a single act" in choosing a person for a job. If you, a an economic leader, 
adopt a disastrous po)icy which makes your enterprise suffer a great loss, you 
should have the self-knowledge to make up your mind to take the blame and resign, 
or to be discnarged or transferred. Otherwise, how can economic mistakes be 
corrected? How can your enterprise achieve economic results if it continues 

to be in the red? On the other hand, can you get through simply by accepting 
criticiem or carrying out a self-examination? Sud actions are, of course, 
necessary. But man mut also acquire new knowledge, in order to enhance his 
ability. It goes against the ultimate objective of economic activities if the 











economic results of an enterprise continu to be undermined whtle that know- 
ledge is being gained. In such a case, does it mean that you have no diance 
to survive? Definitely not. You can sturt to work again and score success 
when you know morte and become more competent. By that tim, you will be re- 
warded according to the economic results you have scored for the state. This 
kind of personnel management can fully mobilize the enthustasm of the masses 
for it mot only benefits our economic work but aiso helps the staff not to be 
dizzy witn success or discouraged by failure. 


4. Economic law. 


We have mentioned economic policies, planning, and results. In sum, after de- 
fining economic objectives and fixing our economic structure, we need to have 
som epecific means of helping our economic structure adileve its economic 
objectives. The economic law is one of the major means. Economic legislation 
is always an inseparable part of economic pclictes and planning. Furthermore, 
it should exist in the form of a scientific pattern. However, the major function 
of the economic law is to ensure the implementation of economic policies and 
planning, so that all types of economic activitie. under our economic plan can 
take place freely within legal limits and score greatest economic results. As 
Hegel says, provisions are, at the same time, negations. The economic law 
therefcre denies all activities beyond our economic plan, with the aim of 
lessening the annoyance to our economic plan caused by variow: economic “noises” 
(undesigable activities). The open market, as stated in last section, is a good 
example in which the significance of the economic law is also manifested. 


A more important function of the economic law is, perhaps, tha’ it sets the 
limits for econumic policies and plans, all of which alm to score the greatest 
economic results. But we should not lack control in seeking the greatest 
ecomaic results. An economic policy or plan which achieves great economi~ 
results but undermines the results of other systems may tusn out to be not 
worth it. For instance, an industrial project which scores remarkable economic 
results but, at the same time, contaminates the environsent may do mor2 economic 
harm than good, for it incurs agricultural losses and is hazardous to public 
health. Laws on environmental protection should be made. It should also be 
noted that economic activities are also a form of soctal activities. There 
ougit to be a legal boundary between the pursuit of economic results and other 
social activitles. 


The economic Law has a wide-ranging content. Since enterprises are the cells 
of economic activities, the existence of a sound and effective Law on enter- 
prises is highly signiticant. Laws on contract, monopoly, and trade marks are 
supplementary legislation. The law on enterprises should include economic 
activities of difterent natures (such as commerce, industry and mining) and 

all exiating form of ownership (such as ownership by the whole people, 
collective, and private ownership), etc. Their corresponding ways of operation, 
limits of activities, rights and obligations should be legislated. With legal 
protection, they will be free from illegal annoyance. In this way, each will 
have its own role to play, will give full play to its own advantageow position, 
and join han& to promote economic prosperity. 








Unlike policy documents or philosophical slogans, econumic legislation is bound 
to have specific and detailed provisions. The spirit of our law will vanish 
if the economic law is only a set of empty principles or if it can be inter- 
preted freely. There can only be one way of interpreting each articie. There 
should not be any contradictions among articles and laws. Sometimes, a law 
which seem complicated, is easy to enforce. But if it seems simple and only 
consists of a set of empty principles, it may be hard to enforce. Over- 
elaboration of the Law does no harm to the legal profession but instead sets 
a higher standard for them. On the other hand, many economic workers will 

be at sea if they find legal enforcement diificult. This point should not be 
overlooked by economic leaders, 


It is obvious that economic legislation should be accompanied *y the formation 

of corresponding Law enforcem:nt bodies and systems which ought to be independent. 
Without an independent law enforcement system, ecoromic legislation will be in 
useless and economic activities will be in chaos, devold of legal boundaries. 

The economic law cannot be enforced if the law enforcement system is merged 

with our economic system for no one is so foolish as to make a lew only to fall 
foul of it himeelf. If it is blended with the administrative system, cconoml - 
policies and plans will be futile if the administrative authorities arbitrarily 
intervene in the economy. 


¥%  kbkeoonomic levers. 


(wing to the great complexity and variety of the modern economy, it is difficult 
for every economic activity to be fully self-regulating even though we have a 

set of sclentific policies and plans and are protected and restrained by the 
economic law. There are times when economic pelicies and plans turn out to be 
incompatible with objective reality. The objective situation is volatile when 
the plans and policies are being implemented. It is impossible for man to predict 
all the changes that lie ahead. In reality, blindness in economic activities can 
never be completely avoided, The smaller the system, the greater the blindness. 
de cannot, however, let it run ite own course, for it may prevent us achieving 
the objectives of our economic policies and plans and may even form a mighty 
blind current smashing the boundaries set by the economic law. It ts not 
feasible to adopt strict administrative masures against every economic activity 
of minor system at all levels in both macroeconomy and microeconomy. The reason 
is that minor systems, of which there are thousands, have their own surroundings 
and structv es. No strict administrative measures are meticulous enough to solve 
their unique problems. Instead, such measures will deprive them of their 
capacity for self-adjustment. Therefore, the only rational way of economic 
leadership is to adopt the method of continuous control and adjustment, which 
enables, to a certain extent, economic activities to take place in an orderly 
way, in a bid to move nearer and nearer to the objectives of our economic plans 
and policies and to score the greatest economic results. 


Control and adjustment can of course be carried out through administrative 
leadership. Administrative intervention in economic activities is a little used 
mans of economic development. tt takes effect only when economic activities 
are seriously out of control. 


ba 
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Economic activities have their own regular patterns. Any continuous and willful 
administrative intervention will disturb economic activities and smash such 
patterns. Economic leaders should strive to abstain from intervening by 
administrative means. Among various regular economic patterns, the law of value 
should least be ignored. Comrade Mao Zedong is correct in saying that the 

law of value is a great school, from which modern economic leaders are graduated. 


The fundamental and most popular way of adjusting and controlling economic 
activities is to make use of economic levers, which mainly include credit, tax, 
price and wages, etc. We have to be keen on using credit to regulate economic 
development, using tax to regulate revenue, and using wages (bonuses) to put 

into effect the principle of distribution according to labor. The management of 
prices is a big problem affecting the well-being of the people. It is also 
closely related to the harmony of social, collective, and personal interests. 
Through continuous changes of economic levers, we make economic activities move 

in the desired direction. Economic levers should, therefore, never be fossilized 
lest they deprive economic leaders of the means of leadership. It is imperative 
that they should not be changed wantonly. In using economic levers, we should 
keep abreast of the information about economic activities. Information is the 
ultimate basis of regulation by economic levers. It is, in fact, a form of lever. 
Different information may lead people into different economic activities. Timely 
and accurate statistics are of primary significance. They provide information 

for socialization. Without them, we will be in bewilderment, and leadership in 
economic work can never be performed well. They should be ensured not administra- 
tive orders or professional integrity, but by economic means and legislation. 
Economic statistics provide timely and accurate information, yet we have to make 
use of them with an economic mind. That is what economic leadership really is. 
The correct way for political leaders to do their work is to disclose all economic 
data and call on the messes of the people and enterprises to “emulate, learn from, 
catch up with ahd help each other." Economic leaders are also required to 

analyze such data carefully, give guidance in economic activities and track down 
all turbulent factors in economic activities in a bid to formulate policies for 
regulation and control. 


6. Economic cycle. 


The development of science and technology is forging ahead and bringing about 
changes day after day. New products, industries, and economic domains come into 
existence incessantly. The economic market is nationwide as well as inter- 
national. The competition in modern economic activities is unprecedentedly 
keen. The economic situation is therefore, ever-changing, and requires economic 
leaders to have profound and active concepts. Chaotic movements can never 
result in good economic development. They make our economy advance by Leaps 

and bounds at one time but make it crumble at another. Only regulated movements 
can ensure a continuous economic growth. The formation of a good economic cycle 
is thus desirable. 


Economic cycles are of two kinds, namely, structural cycles and time cycles. The 
former exist at all levels in the systematic structure. For instance, the 
economic activities of mankind should form a desirable cycle with those of other 








kinds, natural environment and capacity, and ecological balance. And in the 
realm of human economic activities, production, circulation and consumption 
should form a desirable cycle. And in production, the development in primary 
production should strengthen that in secondary production which should foster 
the developments of tertiary and supportive production, which should, in turn, 
elevate the developments in primary and secondary production, thus forming an 
endless cycle. Furthermore, in secondary production, the processing of raw 
materials, machinery, and light textile products should come together and form 
a cyclic movement, and so on. In this way, the cycles, both big and small, 
ensure an uninterrupted flow of economy. Economic leaders are responsible for 
forming and improving the circulation of such cycles. Time cycles refer to 
those formed by economic activities with each passing day. As each form of 
economic activity rises one after another, our economic structure often 
experiences an unbalanced development. Economic leaders are thus responsible 
for regulating such ups and downs in accordance with the regular patterns within 
the economic structure, with the aim of achieving a life-long upward spiral of 
these two cycles. 


Under such circumstances, it is impossible for economic leaders to formulate 
perfect policies nor is it possible for them to work out the best economic plans. 
They should, however, be able to proceed from the current local situation and 
formulate contingency policies in time. The work of economic leaders is there- 
fore very challenging. They have to be innovative and sober even when they are 
keyed up. 


Keen, truthful and vigorous feedback is the key to ensuring that economic leaders 
are cool-headed. It is, in fact, the response to the result of the policies 
implemented, serving as a contrast to the objectives and having the aim of 
amending and perfecting the objectives and the implementation of policies. 


Its essence is to put into practice the Marxist fundamental theory that "practice 
is the only criterion for assessing truth” in economic leadership. Feedback is 
therefore a basic index telling us whether or not a system is working vigorously. 
It is imperative that economic leaders set up a strong framework of feedback 

in the systems which are in their charge. The framework should include the 
gathering of intelligence, the collection of statistics, investigation and 
researc and the service of a brain trust. The most competent and suitable 
staff men ers should be selected to deal with feedback. They should have the 
fine qualities of being pragmatic, impartial, unreserved in speech and only 
responsible to the scientific facts and conclusions drawn from the actual 
situation. Otherwise, the feedback will be "false, exaggerated and empty." 

In this case, how can leaders maintain sobriety even when they are keyed up? 

They should be democratic enough to grant “immunity” to workers dealing with 
feedback and permit them to advise on current policies. Only in this way can 
economic leaders ensure that their economic policies will not be imperfect or 
faulty. With the help of keen, truthful and vigorous feedback, imperfect 
policies will be improved through practice and faulty ones will be corrected or 
remedied in time. Consequently, imperfect and faulty policies will be modified 
into effective ones. The endless cycle of "economic policies--feedback--economic 
policies.” Thus makes up one of the most important economic cycles. 
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Economic activities are in continuous progress by means of numerous desirable 
cycles. Much forceful economic organizational work is required. In this sense, 
modern economy is organized economy and economic workers are economic organizers. 


The above-mentioned points are some fundamental characteristics of modern 
economic leadership. The course of leadership in economic activities has been 
more or less summed up. In a certain sense, they are some of the specific ways 
of managing our socialist planned economic system, and are subject matter which 
the people's regime should consider while performing its economic functions. 

We have already achieved vigorous political, ideological, and administrative 
leadership. Now we are going to be well-versed in economic leadership. The 
standard of leaders at all levels will be upgiaded and our four modernizations 
improved through mutual supplement, penetration, and promotion among all types 
of leadership. (April 1983) 
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NATLONAL POLICY AND LSSUES 


JINGJIL YANJIU ON CHEN YUN, ROLE OF AGRICULTURE 


HK191334 Beijing JINCJL YANJIU [ECONOMIC RESEARCH] in Chinese No 9, 20 Sep 83 
pp 15-19 


[Article by Yang Rongshen [2799 2837 4800] of the political economy teaching 
and research section of CPC Central Party School: "Cive Earnest Play to the 
Fundamental Role of China's Agriculture--Understanding of “omrade Chen Yun's 
Economic Works"--revised June 1983] 


[Text] In his relevant works, Comrade Chen Yun proceeded fiom our country's 
national conditions, applied Marxist-Leninist theory on socialist construction, 
expounded on the correct principle of regarding agriculture as the foundation, 
and explored the path for developing our country's agriculture. At present, 
our studying of his exposition is of great practical guiding significance in 
deepening our understanding of the 12th CPC Congress’ correct policy decision 
on regarding agriculture as the strategic key to our economic development and 
in exploring for a way to develop a socialist modern agriculture with distin- 
guishing Chinese characteristics. 


I. The Development of Agriculture Restricts the Scale of the Economic Construc- 
tion as a Whole 


Agriculture is the foundation of the national economy. This is a universal law. 
Ours is a large country in which there are 800 million peasants in its 1 billion 
population. In the socialist construction in such a big country, agriculture's 
role as a foundation of national economy is even more prominent. His role is 
shown in the fact that “agriculture has 7 great impact in restricting the scale 
of our country's economic construction.” 


As far back as the end of the First 5-Year Plan, Comrade Chen Yun summed up the 
experience in our country's large-scale economic construction and put forth the 
well-known thesis that the scale of construction has to be suited to the 
strength of the nation. He also researched the role of agriculture in restrict- 
ing the whole scale of the economic construction. 


From the viewpoint of value form, agriculture is an important source for the 
accumulation of construction funds. Comrade Chen Yun says: "China is an 
agricultural country and we cannot help but raise funds for industrial investment 
from agriculture. In developing our industry, we have to invest a certain amount 
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of funds. We will not be able to raise this amount of funds if we do not 
transfer funds from our agriculture."“ In our country, the greater part of 

the population are peasants and agriculture constitutes a major section of our 
economy; therefore, unavoidably, a fairly large part of the financial revenue 

of our state should be provided by agriculture. At the same time, agricultural 
production has a great impact on industry, especially light industry, while the 
:ndustrial and agricultural production directly affects the financial revenue 

of the state and restricts the amount of investment in capital construction. 

That is why a good or bad harvest in our country’s agriculture will give rise 

to a favorable or unfavorable chain reaction. For example, in 1954, there was 

4a poor harvest in our agriculture. In 1955, there was no growth in our light 
industry and the rate of increase in our financial revenue and capital construc- 
tion investment was lower than the average of the First 5-Year Plan period. This 
was even more prominent during the 3 years of difficulties. Compared with 1957, 
in 1961, the grain -utput dropped by more than 80 billion jin and the decrease 
in output was even more serious for cotton and other industrial crops and for 
livestock products. In 1961, the gross output value of industry was 38.2 percent 
lower than in 1960. The gross output value of light industry dropped by 21.6 per- 
cent and that of heavy industry dropped by 46.6 percent. Capital construction 
investment dropped from 38.4 billion yuan in 1960 to 12.34 billion yuan in 1961 
and to 6.77 billion yuan in 1962. Based on these facts, Comrade Chen Yun pointed 
out that: “A bad harvest in agriculture always leads to a fall in the next 
year's indus ¢rial production, financial revenue, and capital construction 
investment.””’ This is a conclusion that Comrade Chen Yun drew from his research 
into the restrictive role of agriculture in economic construction scale from the 
viewpoint of value form. 


The scale of economic construction is restricted not only by the value forms of 
social products but also by the physical forms of social products. This is an 
important thesis in Marxist theory of reproduction. Therefore, Comrade Chen Yun 
also did research, from the viewpoint of physical forms, into agriculture's 

role in’ restricting construction scale. In so doing, he made particular analysis 
of the relationship between the amount of grain and foodstuffs agriculture can 
supply and the scale of industrial construction. He said: "Take capital con- 
struction for example. As well as the increase in investuwent and means of 
production, we must correspondingly increase the supply of grain and other various 
kinds of consumer goods for people's lives."4 Agriculture is an important 
section that provides raw materials for industry, but its even greater importance 
lies in its being the only source for our most basic means of subsistence. The 
amount of commodity grain or agriculture can supply determines the number of 
nonagricultural population it can feed and the amount of grain it can supply as 
raw material for our industry. The latter number and amount in tur determine 
the construction scale. Thus agriculture becomes a decisive factor that restricts 
the construction scale. Comrade Chen Yun clearly pointed out that “the amount of 
surplus products that our rural areas can supply to urban areas determines the 
scale of industrial production and scale of our urban areas. The key product is 
grain."? This was the conclusion that Comrade Chen Yun drew from his research, 


from the angle of physical forms, into the role of our country's agricultural 
production in restricting its construction scale. 








He also pointed out that because of the shortage of land for the huge population 
in our rural areas and the low productivity of our agriculture, after the deduc- 
tion of consumption of the original and incremental population in rural areas, 
there was not a large amount of surplus products left. Every year, the newly 
increased purchasing power and most of the goods for export can only be made 

up from our limited amount of agricultural products. Therefore, the scale of 
our country's economic construction cannot help but be very greatly restricted 
by the level of development of its agricultural production. If the construction 
scale is excessively great, it must be resolutely reduced till it meets the 
state's financial and material resources, and especially conforms to what our 
agricultural production can provide."” This must become a guideline for us in 
carrying out economic construction. 





Comrade Chen Yun holds that implementing the principle of regarding agriculture 
as the foundation and soberly realizing agriculture's role in restricting 
economic construction scale is by no means a task only concerning our agricul- 
tural departments. It is a major issue that concerns the whole party. In our 
planning and ecogomic work, we must especially earnestly act in accordance with 
this principle."’ However, for a long period of time, people failed to really 
understand and attach importance to this correct idea. In our practical work, 
we repeatedly made our construction scale greatly exceed what our national 
Strength and agricultural production could afford. To counter this situation, 
Comrade Chen Yun time and again repeatedly stressed that "the major characteris- 
tic of our society and economy is the fact that our rural population accounts 
for 80 percent of our total population and the shortage of farm land for such 

a large population. The comrades in our planning, industrial, and commercial 
departments have failed to deeply understand this characteristic. If we do not 
correct this blindness in our understanding, we will inevitably run into a stone 
wall. Arranging the priority order as ‘agriculture, light industry, and heavy 
industry’ has been the result of integrating Marxism with the practice of the 
revolution in China."8 The experience of our country’s more than W% years of 
economic construction has proved Comrade Chen Yun's thesis on the great role of 
agriculture in restricting the scale of economic construction and that this 
thesis clearly expounds for us, from the angle of integrating theory with 
practice, the principle that agriculture is the foundation of our national economy. 


Il. In Developing Our Country's Agriculture We Must Grasp Three Links 


Because agriculture has a great role to play in restricting our economic construc- 
tion scale and because it is a weak link in our country's national economy, since 
the initial period after the founding of the PRC, Comrade Chen Yun has regarded 
developing agricultural production as a major and vital issue. He advocates 

that we should engage all possible force in increasing agricultural production 

and put forth in the light of our national conditions the three links that we 

must grasp in order to develop our country's agriculture in an all-round manner. 


1. We must adhere to the principle of developing agriculture in the light of 
local conditions, arrange a rational layout of our agriculture, and develop 
diversified undertakings. 
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Nature has a great impact on the development of agricultural production. Our 
country is vast in territory and diversified in climate. The natural condi- 
tions and soctal and economic conditions differ widely in different areas. 
Therefore, in developing agriculture we must act in the light of local condi- 
tlons, plant what the local conditions are favorable for planting, and arrange 

a rational layout. Only by so doing can we achieve relatively satisfactory 
economic results. Comrade Chen Yun says: "We must divide up all our crops 

into categories and then readjust our agriculture so as to grow cotton where 
local conditions are suited to cotton cultivation and grain where conditions 

are suited to grain cultivation.... If we readjust the area for the cultivation 
of various kinds of crops, we will considerably increase our peasants’ income. "9 
For example, in our country’s Hebei, soil, temperature, and sunshine are 
favorable for growing cotton and the peasants there satisfactorily master cotton 
cultivation technology and are experienced in managing the cultivation of cotton. 
Therefore, relatively satisfactory economic results can be achieved in growing 
cotton. According to our calculation, in these provinces, generally speaking, 

a plece of land that can produce 7 or 8 jin of grain can produce 1 jin of cotton, 
but in some other provinces, in order to produce 1 jin of cotton, we have to use 
a plece of land which can produce 13 to 14 jin of grain. In 1952, the cotton 
output of these three provinces accounted for 53.2 percent of the nation's 

cotton output. However, later we broke the principle of cultivating crops in 
light of Local conditions and caused the cotton output of these provinces to 

drop sharply and peasants’ incomes to be reduced. In some areas in these pro- 
vinces, some former cotton growers were plunged into poverty. Since the 

3d Plenary Session of the Llth CPC Central Committee, as a result of the read- 
justment, the three provinces have expanded their cotton fields and their total 
cotton output rose to 44 percent of the nation's output. Because of the sharp 
increase in the output of the major cotton production areas, in 1980, the 
nation's total cotton output set a new record. This example tells us that 

in order to develop agriculture in light of local conditions, we must do a good 
job of investigating our natural resources and dividing up our agricultural zones. 
We should also formulate a general plan for the utilization of land in our 
country and this plan will serve as a scientific basis to guide the arrangement 
of the layout of our agriculture. On this basis, we will gradually remedy, 
through readjustment and in a planned manner, the internal dislocation of our 
agricultural economy that has been caused by many years of erroneous planning. 
This is an issue of strategic significance in our country's economic construction. 


In his article entitled "Rural Survey in Qingpu,"” Comrade Chen Yun concretely 
looked into the problem of arranging the cultivation of crops in an area in 
light of local conditions. For example, in the cultivation of double-harvest 
rice, Comrade Chen Yun pointed out: "Whether or not double-harvest rice should 
be grown and how big an area should be used to grow it is mainly determined by 
the length of the frost-free period and the proportion of population to arable 
land.... In the southern area of the Changjiang delta, a greater area of land 
can be used to grow double-harvest rice if the per capita area of arable Land 

is less than 1 mu, if the per capita area of arable land is about 1 1/2 mu, only 
a small percentage of the Land can be used to grow double-harvest rice; and if 
the per capita area of arable land 1s about 2 1/2 mu, it is better not to grow 
double-harvest rice. In areas lying further north, it is not certain whether 

it is appropriate to grow double-harvest rice even if the per capita area of 
arable land 1s less than 1 mu."!9 this analysis by Chen Yun concretely explains 








the different impact on crop cultivation of the different grouping of climate, 
land, population, and other factors under different conditions. From this we 
can see that guiding agricultural production in light of local conditions is 
very important even in a county or in an area smaller than a county. 


The shortage of arable land for our country's huge population is a weakness in 
our economic foundation. However, the vast territory and rich natural and 
labor resources provide great possibility for developing production. Only by 
vigorously developing industrial crops and diversified undertakings, while 
guaranteeing a steady rate of increase in grain output, can we give play to 

our country's advantages in its vast territory and huge population and overcome 

the disadvantages in lacking arable land. Therefore, developing diversified 

undertakings is an important aspect of the implementation of the principle of 

increasing agricultural production in accordance with local conditions. 

Comrade Chen Yun reminded people long ago that on the average, the income from 

the diversified undertakings related to hog bristles, tung oil, tea, eggs, 

and medical herbs alone constitutes 10 or 20 percent or more of the total 

agricultural income. Only by developing diversified undertakings can the state 

guarantee the supply of commodities in its urban and rural areas and consolidate 

the workers-peasant alliance. Since the 3d Plenary Session of the llth CPC 

Central Committee, the party Central Committee has stressed that "we should 

never neglect grain production and at the same time should vigorously develop 

diversified undertakings.” The principle of acting in light of local conditions 

has been actually implemented in our agricultural production. Particularly, 

the widespread implementation of the all-round responsibility system with 

remuneration linked to output has raised the labor productivity in agriculture 

and also has promoted the development of diversified undertakings. It also 

caused the emergence of specialized and key households that are specially 

engaged in commodity production. This has enabled our agricultural production 

to be more suited to the complicated situation in our rural areas, which differs 

in thousands of ways. It enables us to more effectively utilize the natural 

resources in our country’s various areas and more satisfactorily implement the 

principle of acting in light of local conditions. It also enables our agriculture 

to gradually change from self-sufficient or semi-self-sufficient production 

to specialized commodity production. Therefore, it is a relatively better path 

for developing socialist agriculture with distinguishing Chinese characteristics. 


| 
| 
| 
2. The rural economy must also adhere to the principle of regarding planned 
economy as the core and supplementing it with regulation by market mechanism. 


In order to enable our country’s agriculture and, furthermore, our entire national 
economy to develop at a high speed and in a proportionate and harmonized manner, 
we must adhere to the principle of regarding the planned economy as the core and 
supplementing it with regulation by market mechanism. This is a principle that 
Comrade Chen Yun has always advocated. A long time ago, Comrade Chen Yun pointed 
out that "all development is not good. Development can be bad if it is carried 
out without proper planning and management.... A state-run industry is socialist 
in nature, but if no planning is exercised over it, it will inevitably develop in 
a blind manner.... If only state-run industry is included in the planning and 
other industries are not included, the planning will be useless. It is no good 
if we pay attention only to state-rum industry. Nor is it any good if we pay 
attention only to indust ry. "11 Recently he has further stressed that “in our 
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rural economy. we must also regard planned economy as the core and supplement 
it with regulation by market mechanism.... Planning is not dispensable after 
the implementation of the production responsibility system and the assigning 
of all-round production responsibility to households.) 


Carrying out planned economy on the basis of public ownership is an essential 
feature of socialist economy. Agriculture is the foundation of national economy. 
Whether or not agriculture can develop in a proportionate manner has an 
extremely great impact on whether or not the entire national economy can develop 
in a proportionate manner. All the major products of our agriculture are vital 
to our state plan and people's livelihood and are in short supply. The produc- 
tion and supply of these products must be carried out in a planned manner. 
Otherwise, we will not be able to stabilize our market or guarantee the supply 
of the necessities for people's livelihood. As a result, our society's 

economic life will be in chaos. 


One of the important aspects in adherence to regarding planned economy as the 
core in the rural economy is to maintain a rational proportionate relationship 
between grain and industrial crops and to correctly and satisfactorily handle 

the relationship between steadily increasing grain output and developing in a 
harmonized manner industrial crops and diversified undertakings. This requires 
the maintaining of a certain proportion between the land area for cultivating 
grain and that for cultivating industrial crops. On the one hand, we should 
shift the land that is not suited to grain cultivation to the cultivation of 
industrial crops. On the other hand, we should also prevent the malpractice of 
shifting arable land that is suitable for grain cultivation to the production 

of industrial crops and thus inappropriately reduce the land area used for grain 
production, hinder the increase in grain output, and make the land area wed for 
industrial crop production grow out of control. For this, Comrade Chen Yun 
promptly pointed out: "Increasing the output of industrial crops can only depend 
on raising per mu output and utilizing land that is not suitable for grain 
production,” "the area of land used for grain production cannot be further 
reduced," otherwise, it will lead to a "shortage of food to feed our people." 
Comrade Chen Yun also advocates giving some play to the reyulative role of the 
market mechanism in agricultural production. In 1979, to counter the long- 
standing problem of neglecting regulation by market mechanism, Comrade Chen Yun 
pointed out: "...our planning 1s overcentralized and includes too many things.... 
The sections of agriculture not included in the planning is now still to rigidly 
controlled no matter whether these sections are collective or individual in 
nature."!4 However, he also sternly pointed out: "We must not allow the peasants 
to have the freedom to select the methods that are temporarily favorable for 
them.... The regulation by market mechanism can only be allowed to become a 
little flexible within this scope. Otherwise, the so-called freedom of 800 mil- 
lion peasants will shatter the state plan. In the final analysis, our peasants 
can only carry out their activities within the scope allowed by the state plan." 
"Only acting in this way is favorable for the peasants’ long-term interests and 
only by acting in this way can our state carry out its construction.” This is 

a major guiding principle that upholds "benefiting both peasants and the state, "15 














5. Expanding the purchases and sales of agricultural, sideline, and local 
products is the key to enlivening rural economy. 


Another link expounded by Comrade Chen Yun that we must grasp in developing our 
country's agriculture is satisfactorily grasping the link of exchange, develop- 
ing the exchange of materials and goods between urban and rural areas through 
diversified channels, and expanding the purchases and marketing of agricultural, 
sideline, and local products so as to promote the continuous development of 

our agricultural production and, furthermore, of the whole economy. 


During the initial period of the founding of our country, Comrade Chen Yun 
concretely analyzed the situation in the development of our country's agricul- 
tural productive force and production structure and pointed out: “Our country's 
rural areas are dispersed widely in a very vast territory. The mode of produc- 
tion is small-scale glepersed small production with a household as a separate 
production entity." He held that to adapt to this production structure, the 
exchange must go through diversified channels. “It is no good for the exchange 
of materials and goods to depend entirely on our trade companies. This will 
harm the interests of our peasants." The state-run trading organizations can 
only purchase the major agricultural products, materials, and goods for export 
and a part of the major sideline products. We must encourage cooperatives and 
private businessmen to purchase the rest of the agricultural goods. Our peasants 
are also allowed to transport and market some of their own products. In order 

to ensure that all diversified channels remain unblocked, we must utilize prices, 
tuxes, and other economic levers to regulate the interests of the producers and 
carriers. This ie aimed at increasing the purchases and sales of agricultural, 
sideline, and local products, speeding up the exchange of materials and goods 
between urban and rural areas, and benefitting both rural and urban people. 

After the completion in the main of the socialist transformation of the private 
uwnership of the means of production, Comrade Chen Yun promptly observed the 
problem caused by the reduction of rural commercial channels. He pointed out 
that the method of market management in the process of our socialist transforma- 
tion has given rise to the practice of “the purchases of agricultural and sideline 
products are practically monopolized by the local purchase and marketing coopera- 
tives and the state-run commercial organizations, and therefore there are no 
other buyers to compete with them. As a result, when the supply and marketing 
cooperatives and the state-run commercial organization fail to pay attention to 
purchasing certain agricultural and sideline products, or when they offer 
particularly low prices for them, the production of these agricultural and 
sideline products will fall." Therefore, he holds that diversified circulation 
channels still must be maintained in our rural commercial system. We must allow 
the state-run stores, the cooperative teams, and the purchase and marketing 
cooperatives of various localities to purchase products freely and to transport 
freely, goods for sale, but they should not block each other. The various methods 
of emall cooperative teams must be preserved for a long time. 


These expositions given by Comrade Chen Yun in the 1950's are still of practical 
significance for us now. We are facing the situation of our exchange and circu- 
lation of products being so blocked as to seriously hinder the development of 
production. In quite a few areas, there has emerged the situation whereby the 
grain yield has increased but has been difficult to sell. Quite a large quantity 
of agricultural, sideline, and local products cannot be transported out of the 
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area to sell and has to be stockpiled where they were produced, while other 
areas are suffering from a short supply. Quite 4 large amount of fresh and 
live products have rotted. This has already become an outstanding contradic- 
tion. Therefore, expanding the purchases and sales of agricultural, sideline, 
and local products is a very urgent task. Now, we are carrying out the reform 
of our rural commercial system. Under the conditiou of adhering to the 
principle of regarding the state-run commerce as the core, we should give a 
free hand to the development of the cooperative commerce and appropriately 
develop individual commerce in order to enable the coexistence of diverse 
commercial economic forms. We should break any monopoly and regional blockade, 
broaden various kinds of channels, and reduce the number of links in our 
circulation. This entirely conforms to what Comrade Chen Yun advocated in the 
1950's. 


Comrade Chen Yun has emphatically pointed out: “Expanding the purchases and 
sales of agricultural, sideline, and local products is not only a rural issue, 
but also a key to enlivening China's economy at present." He says that "the 
prosperity of cities is the result of the operation of rural economy. When the 
agricultural, sideline, and local products are sold, the peasants’ purchasing 
power will increase. This will promote our cities’ industrial and commercial 
production, reduce wnemployment in our urban areas, and raise the pur<nasing 
power of our urban people. The prosperity of our industry and commerce will 
also increase the state's tax revenue, decrease our financial difficulty, and 
further stabilize prices. Thus we can further promote the proper development 

of our industry and commerce, crack down on speculation, and further enliven 

the exchange of goods and materials between our urban and rural areas, and as 

4 result we will begin a chain of achievements. In this sense, we can say that 
expanding the purchase and sale of our agricultural, Sideline, and local products 
is a task of prime importance in China's current economy. A profound under- 
standing of these expositions by Comrade Chen Yun will certainly further promote 
the reform in our rural commercial system and thus open up more channels of 
exchange and circulation and promote the development of agriculture and the 
entire national economy. 


Comrade Chen Yun's expositions on the development of our country’s agriculture 
are very rich in content, but the above-mentioned aspects cannot include all 
their features. However, judging from these aspects, we can see that Comrade 
Chen Yun has put forth quite a large number of opinions of truth and deep 
insight on the questions of how we are to earnestly give play to the role 

of agriculture as a foundation for the whole national economy and how we are 

to develop our agriculture. History has already incontrovertibly proved that 
these ideas of Comrade Chen Yun are correct, and conform to our national 
conditions. Studying these expositions expounded by Comrade Chen Yun and apply- 
ing them in light of our current situation is of practical significance in 
guiding the current development of our socialist agriculture with distinguishing 
Chinese features. 
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NATIONAL POLICY AND ISSUES 


RELATIONSHIP BETWEPY RESULTS, SPEED DISCUSSED 
Hangzhou ZHEJIANG RIBAO in Chinese 5 Jul 83 p 4 
{Article by O1u Weiming (6726 0251 2494]: "On ‘Results’ and ‘Speed'") 


[Text] Premier Zhao Ziyang pointed out in his Government Report to the First 
Seasion of the Sixth National People's Congress: "We atress that we must shift 
all economic work into the orbit of focusing on improving economic results.” 
"Speaking of speed, we must make constant improvement of economic results the 
prerequisite and absolutely must not concentrate on output and output value 
only.” 


The grand goal of quadrupling total industrial and agricultural output by the 
end of this century can be achieved only with a definite speed of economic 
development, This speed, however, must have as its prerequisite the constant 
improvement of economic results. It is a practical and dependable speed. Only 
when economic results are satisfactory can it be possible to steadily increase 
atate revenue through economic growth, thereby to ensure the resource needs of 
priority construction projects, lay the foundation in the 1980's, embark on a 
new rigorous economic growth in the 1990's, and allow the people to benefit 
from economic growth. The correct handling of the relationship between speed 
and economic results is to gain speed through the improvement of economic re- 
sults. Only when results are good can economic construction maintain a high 
speed of development. The economic results in our province were good during 
the Firat 5-Year Plan, with total industrial and agricultural output value in- 
creasing at a rate of 8.1 percent annually, revenue increasing at a rate of 

7.7 percent, and the rate of income increase approaching the rate of increase 
of total industrial and agricultural output value. Investments in capital con- 
struction duriag the Firet 5-Year Plan increased 26.5 percent annually, a rate 
not possible without a fairly rapid incrkase in revenue. As for the results 

of accumulation during the Firat 5-Year Plan, the revenue increase per 100 yuan 
of accumulation fund was over 74 yuan, FEvery 100 yuan of accumulation fund 
used in production increased revenue by 120 yuan, whereas 1979-1981 averaged 
only a little over 93 yuan. Good economic results during the First 5-Year Plan 
markedly improved the people's life. 


In the several years since the Ir4 Plenary Session of the 11th CPC Central Com- 
mittee, the serious imbalance of the national economy has been initially cor- 
rected through economic readjustment and restructuring; both supply and 








marketing in town and country have prospered; the situation of supply falling 
short of demand over long periods has undergone a fundamental change; and an 
excellent situation rarely seen since the founding of the people's republic 
has emerged. The fact remaine, however, that economic results are far from 
satisfactory, and, instead of {mproving along with economic grovth, have been 
deteriorating. For example, revenue increase per 190 yuan of accumulation was 
68 yuan in 1978, more than 99 yuan in 1979, 44 yuan In 1980, and 39 yuan in 
1981, a considerable decrease in accumulation results when compared with the 
97 yuan of 1953, With regard to the resulte of energy utilization, each ton 

of energy produced 1,237 yuan of revenue, measuring up to only 15.4 percent of 
that during the First 5-Year Plan. The rate of fixed assets delivered for 
operation averaged 74,3 percent from 1979 to 1981, far below the average of 92.3 
percent for 1963-1965, and the average of 84.2 percent for the First 5-Year 
Plan period, Poor economic results inevitably restrained the speed of economic 
deve lopment. 


If we stress speed only and concentrate only on output and output value, then 
the speed is necessarily inflated. The seemingly fast rate does not actually 
increase effective social wealth, Some of the phenomena in this respect in 
our province merit our attention. The cost reduction rate of comparable pro- 
ducts from state-owned industrial enterprises {tn our province was 4,68 percent 
in 1978, 0.46 percent in 1979, 1.35 percent in 1980, 9.08 percent in 1981, and 
1.98 percent in 1982. Product costs during these years fluctuated, but the 
general trend was an upward one. Commercial circulation costs also rose by 
the year. When product and circulation costes remain high, profit and tax rate 
has to be low, The average profit and tax rate of enterprises owned by the 
whole people (including Industrial, commercial, supply-and-marketing, aquatic 
products, medical and pharmaceutical, and grain enterprises) from 1979 to 1981 
was 22.2 percent, lower than the 26.9 percent level of 1965. Many result tar- 
gets fell short of the province's record highs. Tt can thus be seen that 
enterprises must not concentrate only on output and output value but must pay 
attention to results, 


The economic resulta in the circulation sphere have also been poor over long 
periods, and improvement has been negligible. The circulation costes per 100 
yuan of products in our province have been rising each year. The number of 
turnover days of working capital in the commercial ayatem was 102 days in 1981, 
26 days longer than the 76 days of 1953. A portion of the working capital was 
tied up for trrational reasons, the principal reason being ‘ncreased over- 
stocking. When the amounts of tied-up working capital are large, it means the 
production structure and consumption structure are incompatible; that produc- 
tion is unplanned; that some of the products are poor in quality, high in cost 
and unmarketable; that the channels of commodity circulation are sluggish, 
eapectally those moving industrial gooda to the countryside. Overstocking of 
commocities ties up large amounts of working capital, not only wasting the 
capital but also hindering reproduction in some sectors. This inevitab'y af- 
fects the speed of industrial and agricultural development. 


How effective the economic results are both directly and indirectly promotes 
or reatraine the speed of economic development. It ia urgent for us to fully 





rec gnize the importance of the dialectical, mutually supplementary relation- 
ship between results and speed, to shift economic work into the orbit of 
focusing on economic results, and correct the tendency to concentrate only on 


output value and speed. 
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NATIONAL POLICY AND ISSUES 


READJUSTMENT VIEWED AS KEY TO TECHNICAL TRANSFORMATION 
Tianjin TIANJIN RIBAO in Chinese 28 Jun 83 p 4 


[Article by Cui Dacheng [1508 6671 2052]: "Technological Transformation and 
Industrial Readjustment and Reorganization Must Be Carried Out in an Inte- 
grated Manner"] 


[Text] Persisting in integrating technical transformation with readjustment 
and reorganization is of great importance in promoting industrial economic 
development in our city. 


1. Integrating technical transformation with readjustment and reorganization 
is an objective need in changing and rationalizing the industrial economic 
structure of Tianjin. Due to historical reasons, the industrial economic 
structure of Tianjin is irrational in many aspects: Light and heavy indus- 
tries do not develop in proportion; the strong points of light industries have 
not been brought into full play; the sector structure and products structure 
within light and heavy industries are not rational; a great many enterprises 
are either “large and comprehensive” or “small and comprehensive." All this 
seriously impedes Tianjin's industrial development. For years Tianjin's tech- 
nical transformation has been carried out on this basis. While the effort has 
raised productive capacity and the technical level of equipment to a certain 
extent, macroeconomically speaking, it has failed to make the chemical indus-~ 
try the main direction of effort and has failed to determine the main direction 
of effort within the light and textile industries and the machine and elec- 
trical industries. It is, therefore, unclear what the priorities are in tech- 
nical transformation and the work is done without clear guidance. This in 
general aggravated the irrationality of the economic structure and impeded the 
city’s industrial development in the direction of large-scale social produc- 
tion. The decisive measure to correct this is to readjust and reorganize 
industry so that technical transformation can be carried out on the basis of a 
more rational industrial structure, organizational structure and products 
structure. 


Experience proves it is not only necessary but entirely feasible to take this 
path. Since 1979, Tianjin has been carrying out readjustment and reorganiza- 
tion of 23 branches of industry according to the principles of specialization 
and economic rationality, making light and textile industries the focus of 
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effort, and giving due attention to the ancillary products in the machine and 
electrical industry and the chemical industry. The results have been notable. 
The proportion of light industry rose from 49.5 percent in 1978 to 57.6 percent 
in 1982; the proportion of heavy industry dropped correspondingly from 50.5 
percent to 42.4 percent, so that the proportions of light and heavy industries 
have become more rational. The situation of “large and comprehensive" or 
"small and comprehensive" has undergone some changes with the appearance of 
more than a dozen branches of industry with a high level of specialization, 
including the bicycle industry and the colored textiles industry. Product 
structure has also become better suited to the needs of consumer structure. 

In the 4 years since economic readjustment began, Tianjin products have won 11 
gold medals and 57 silver medals. Three hundred thirty-three of the city's 
products have been rated as high quality by the relevant ministries and 672 
rated as high quality by the municipal government. The rate of high-quality 
products rose from 17.9 percent in 1981 to 19.3 percent in 1982. The city al- 
so trial-produced more than 7,100 new products, Most of the products came cut 
with improved quality and greater variety to better meet market demands. The 
technical transformation carried out during this period has been synchronized 
with readjustment and reorganization, with a clear-cut main direction. Based 
on the demands of the consumer market, light and textile industries have been 
made the main links. Manpower and financial and physical resources were con- 
centrated to carry out technical transformation in 18 key light and textile 
industries and 136 name-brand products. The result was improved productive 
capacity for 73 urgently needed products in short supply, bringing into better 
play the strong points of light and textile industries. This is the result of 
integrating technical transformation with readjustment and reorganization. 


What has been done, of course, is only an initial experimentation. Much re- 
mains to be improved. For example, how to implement readjustment and reorga- 
nization and technical transformation to bring into play the strong points of 
Tianjin's petrochemical and ocean chemical industries. These and other topics 
all require serious study and further practical exploration. 


2. Integrating technical transformation with readjuwtment and reorganization 
can contribute to better economic and technical results. Our experience in 
this respect proves that readjustment and reorganization can greatly promote 
better results in technical transformation. 


First, readjustment can directly reduce investment in technical transformation 
and increase the pace of construction. In recent years, Tianjin shifted the 
production of 212 enterprises, which have, among them, fixed assets totaling 
300 million yuan in original value, 700,900 square meters of plant space, and 
close to 60,000 workers and staff. The shifts strengthened mainly the woolen 
textile, bicycle and consumer goods chemical industries. An analysis of the 
newly gained benefit of the strengthened enterprises, made by relevant depart- 
ments, shows that readjustment of the enterprises saves one-third in capital 
funds as compared with building new enterprises, and shortens construction 
cycle by a whole year. Plant buildings alone, calculated at the rate of 300 
yuan per square meter (not including land acquisitioned), saved the state 210 
million yuan in investment. Advanced equipment previously idled due to irra- 
tional organizational structure and poor sales of products has been put to full 
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use after readjustment. Bicycle Plant No 2 had planned to produce 2.5 million 
bicycles by 1985, yet the plant's capacity to reshape rolled steel can satisfy 
only 20 percent of its own needs, becoming a major hindrance in production 
expansion. The principal equipment of Cold-Drawing Plant No 3, which uses 
similar technology, is much more advanced, By having this plant assigned to 
it, Bicycle Plant No 2 was able to raise its capacity of reshaping rolled steel 
to 70 percent by making full use of existing equipment and investing only 2.7 
million yuan. It can now produce enough high-frequency welded tubes for 3 
million bicycles annually. Without readjustment it would have required close 
to 8 million in investment to build up this capacity. 


Second, readjustment ensures key projects, prevents overdecentralized use of 
funds, and contributes to better macroeconomic results. Tianjin is a city with 
a great many old enterprises and a great many small and medium enterprises, 
which means the plant buildings are crude, the equipment antiquated, and the 
technologies backward, Replacement and transformation have always been ur- 
gently needed, For a long time, therefore, plans for reforming technologies 
had mainly been made to f111 the microcosmic needs of the enterprises. It 
meant spending a substantial amount of money with not very notable results. 
Since the work of readjustment began, statistics show that in 1982, more than 
70 percent of the technical reform funds were used for developing key products. 
This has changed to a large extent the old situation of "scattering sesame 
seeds" in fund application. Economic results, too, greatly improved. In the 
last 4 years, the municipality's total industrial output value averaged 8.1 
percent in annual growth. Four of the first group of 14 readjusted industries 
doubled their output value. In 1982, the profits and taxes realized by the 
municipality rose 25.1 percent over that of 1978, 42.6 percent if factors of 
product price reductions and raw materials price increases are excluded. Other 
economic quotas were also fulfilled satisfactorily. Consumption of energy and 
water fell steadily. Products have been sold and funds turned over more 
quickly. Full-attendance labor productivity has been rising each year, that 
of 1982 rising 14.5 percent over 1978. All this illustrates how much effects 
of technical transformation are dependent on readjustment and reorganization. 
The effects of technical transformation not based on readjustment, economy, 
rationality and macroeconomic needs will be constrained by redundant invest- 
ments and problems in product sales. 


3. Integration of technical transformation with readjustment and reorganiza- 
tion contributes to propelling industrial structure in the direction of spe- 
cialized production. Specialized production is the inevitable trend of mass 
social production, That is why readjustment and reorgaiization, while allowing 
the continued existence of different forms of production organization, should 
make products as the final aim and organize specialized production. In addi- 
tion to economy and rationality, specialized production must also be technolo- 
gically feasible. This is important. For example, without advanced techno- 
logy, technologically specialized production of molds will not be able to meet 
the various needs of different products. The plants may well go back to being 
"large and comprehensive” or "small and comprehensive." 


Does it mean, then, that without technoloyical guarantee, technical trans forma- 
tion is not possible? No. Technical feasibility is to a certain extent a 
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relative matter. It must be viewed as something that is constantly developing. 
Tianjin's technical structure is characterized as multilevel. While most en- 
terprises are not highly automated, they all have a good foundation of equip- 
ment and technology. Therefore, except for a few enterprises that use mainly 
manual operations and whose technical structure cannot easily adapt to spe- 
cialized production, most industries can undertake readjustment and reorganiza- 
tion to suit the organization structures to specialized production and, on 

this basis, carry out technical reforms to suit technical structures to the 
needs of specialized production. There are many examples in this respect. 

For example, the enterprises under the Municipal Yarn-Dyed Fabric Corp are 
mostly entities formed by an amalgamation of small workshops. For a long time, 
these enterprises operated along the lines of small production and growth had 
been slow. In 1979, through readjustment and reorganization, the comprehensive 
mills that engaged in both weaving and dyeing were separated into specialized 
mills that engaged solely in either weaving or dyeing. The mills then made 
full use of their own funds for technical reforms that effectively promoted 
specialized production, achieving notable economic results. Municipal Light 
Industry Bureau No 1, on the basis of reorganization, set up the Toothpaste 

and Cosmetics Specialized Corp. By concentrating funds to replace and reform 
its equipment, the corporation quickly put in eight aluminum-type production 
lines and other advanced equipment. In 1981, yearly toothpaste production 
reached 70 million tubes, ending 9 years of hovering around 30 million tubes. 
Industries with good technical basis are even better equipped to become spe- 
cialized., The bicycle industry, for example, has automated 3 percent of its 
equipment, the rest being mechanized or semiautomated equipment. After read- 
justment and reorganization, with two final assembling plants as the lead, 
plants specializing in parts and materials reshaping were organized. These 
were associated with other parts plants and processing shops through such forms 
as joint operation or assistance contracts. All the units have become a part 
of a specialized mass social production system of the bicycle industry. It is 
estimated the system's integrated productive capacity of bicycles will be 
raised from 3.5 millica now to 6 million in 1985. 


Experience proves that readjustment-reorganization and technical transformation 
complement and promote each other. We must persist in closely integrating the 
two aspects. Integration can take many forms. Where conditions exist, tech- 
nical transformation should be carried out on the basis of readjustment and 
reorganization as much as possible. Where conditions are more complicated and 
a great deal of readjustment is needed, technical reforms should be carried out 
simultaneously with readjustment and not wait for the completion of readjust- 
ment before starting. For the entire municipality, the task should proceed 
from a macrostrategic view, that is, unifying the direction and objectives of 
readjustment-reorganization and technical transformation through planning, in 
order to make sure that Tianjin's economic strong points will be brought into 
full play in an overall way and for a long time to come, 
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ECONOMIC MANAGEMENT 


SPFEDING REFORMS MOST EFFECTIVE WAY TO RAISE ECONOMIC STANDARDS 
Beijing TONGJI [STATISTICS] in Chinese No 6, 17 Jun 83 p 16 


[Article by Fang Shenmo [2455 3947 6206] and Xiao Wanchun [5618 8001 2504] of 
the Chongging Bureau of Statistics, Szechuan Province: "Speeding Up Renewal 
and Reform of Old Enterprises Is an Effective Way of Raising Economic Results") 


[Text] Carrying out technological transformation is a major policy decision 
for building soctalis. modernization in our nation, In view of present condi- 
tions in Chongging City, it is a task of even greater urgency. Practice 
demonstrates that it is an effective way of rapidly raising economic results. 


In recent years, 140 old enterprises under the owne ship of the people in 
Chongging City have undertaken different degrees of renewal and replacement of 
their technical equipment. Some enterprises have carried out transformation 
of old factory buildings. As a result, they have raised the level of their 
technical equipment, product quality has continually been improved and turn- 
over of capital in enterprises has been accelerated. There have been particu- 
larly marked achievements in the light textile industry. Beginning in 1969, 
they utilized medium- and short-term loans to and various types of capital for 
renewal and transformation of more than 40 old factory buildings and old 
equipment by stages and in groups and achieved obvious economic effects. For 
example, from 1979 to 1982 the First Light Industry Bureau successively re- 
newed and transformed more than 200 items. Up to the end of 1982, more than 
130 items were completed and put into production, with the entire investment 
being recovered in less than a year and with output value having more than 
quadrupled over the 4 year period. The Second Knitting Mill used 70,000 yuan 
of renewal and transformation capital to develop new technology and new tech- 
niques and to purchase new equipment. They used the profit that had been 
created to acquire new equipment, acquiring in succession 75 new hosiery 
machines, 86 pieces of major equipment and 33 auxiliary pieces of equipment 
using the “rolling snowball" method. They also expanded factory buildings in 
which there was space for equipment, realizing a profit of 4,49 million. The 
Chongging No 1 Radio Plant was built 13 years ago, and has had continuous los- 
ses for 12 years. In 1980, they undertook renewal and transformation and 
established a semiautomated radio production line. Production efficiency in- 
creased 10 times and product quality was stabilized and reliable, taking more 
than 6 million yuan out of circulation for the state and casting of the label 
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of loss. More than 10 million yuan was invested in the Chongging Sewing Ma-~ 
chine Factory and construction required over ten years, however, it had an 
annual production capacity of only 50,000 machines. Over the past 4 years, 
it undertook technological transformation, investing 5,908 million yuan. As a 
result, annual production capacity was increased to 250,800 machines and an- 
nual profit increased to 5.2 million yuan, The tax payment was 2.4 million 
yuan. Ina year and a half, it was able to recover its investment. 


Of the more than 3,600 existing enterprises in Chongging City, a considerable 
portion have outmoded equipment and backward technology and produce products 
whose quality does not meet standards, If they are to change their backward 
state and realize the great goal of “quadrupling” by the end of the century, 
they will have to rely primarily on carrying out rapid technical transformation 
with stress placed on relying on key oo'nts and a step-by-step speedup of tech- 
nological reform, bringing the functions of the existing enterprises fully in- 
to play, 


If we are to quicken our pace in restoring and transforming old enterprises, 

we must solve three problems at present. First, at present, the depreciation 
rate on fixed assets is low and funds are inadequate. This is one of the causes 
of too slow a pace in renewal and transformation of old enterprises. On the 
basis of Financial Bureau statistics, the total value of fixed assets of indus- 
trial enterprises under city jurisdiction in 1981 was 2.9 billion yuan and the 
overall depreciation rate for the year was 3.75 percent. The depreciation fund 
collected each year is 1,1 billion yuan. The average period of use of fixed 
assets {is 26 years and 7 months, For the different industrial sectors, it is 
40 years for the coal industry, 36 years for the metallurgical industry, 34 
years for the textile industry and 28 years for the construction materials in- 
dustry, The shortest period is 19 years for the pharmaceutical industry. Up 
to the present time, the degree of wear and tear of fixed assets in the indus- 
trial enterprises under city jurisdiction is 33.4 percent and the average use 
life is 17 years and 8 months, This situation has resulted in a great deal of 
machinery that should have been renewed at an early time not having been re- 
newed so that enterprises have been forced to “put it on extended service," 
with machinery being operated even though it is in disrepair. Second, the 
depreciation funds that have been collected each year have not been used en- 
tirely in technical transformation and renewal of equipment, Of the 160 mil- 
lion yuan of investment in renewal and transformation in 1981, 57 percent was 
actually used in new construction and for expansion, Of the renewal and 
transformation projects, some in themselves were projects having the character 
of capital construction or were clearly capital construction projects, Be- 
cause of insufficiency of funds or for other causes, they were handled as pre- 
paratory projects, This has resulted in the fact that the value of wear and 
tear on fixed assets each year cannot be completely replenished, For example, 
from the first quarter to the end of the third quarter of 1982, the amount of 
renewal and transformation funds invested was only 23 percent of the average 

of 110 million yuan of the deprectation fund on fixed assets at the end of the 
year. This has resulted in the original factory buildings having become dila- 
pidated, in the aging of equipment, in technology having become backward and in 
products having become outmoded, This is one of the major causes of low labor 
productivity, energy waste, high waste of materials and poor economic results 








in the industrial enterprises of Chongging City. Third, some enterprises do 
not have a sufficient understanding of the important significance of expanding 
production in which intensivity is the primary factor, They have also not 
completely shaken themselves loose of old ways of thinking of the past over 
progress in heavy construction and light technology and of old methods. They 
have not put a major effort into striving for technological progress. On the 
other hand, they are still fond of using new construction or expansion as 
methods for realizing expanded reproduction. If we can only solve the afore- 
mentioned probleme in a rational way, we will have dependable assurance of 
further increases in economic effectiveness in industries in the city as a 


whole. 
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ECONOMIC MANAGEMENT 


ECONOMIC RESULTS IN MACHINE BUILDING INDUSTRY 
Changsha SICHANG TIAOJIE in Chinese 25 May 83 p 1 


{[Article: "Marked Rise in Economic Results in the Machine Building Industry 
in Our Province; The Lessons of Experience Have Been Summarized and There Has 
Been Increased Production of Products Suited for Sale"] 


[Text] As of this year, the machine building industry in our province has 

been conscientiously implementing policies having increasing economic results 
as their central aim, has upheld the principle of setting production on the 
basis of sales, has adopted various vigorous measures, has set plans early on, 
has arranged for raw materials early on, has obtained comparatively good eco- 
nomic results and has created a good state of affairs such as has not been seen 
for several years, In the first quarter, the 294 enterprises of the machine 
building industry under ownership of the people in the province as a whole 
achieved an output value of 246.51 million yuan, realized profits of 25.99 
million yuan and paid taxes to the state of 20.57 million yuan. By comparison 
to the same period of last year, these figures represented an increase in out- 
put value of 19.08 percent, an increase in realized profit of 57.13 percent and 
an increase in taxes paid to the state of 42.46 percent. However, bonuses to 
workers increased only 3.8 percent. A good momentum appeared in which the rate 
of realization of taxes on profits was higher than the rate of increase in 
output value and the rate of payment of taxes on profit to the state was far 
greater than the rate of increase in bonuses to workers. 


In order to obtain good economic results, the machine building industry through- 
out the entire province conscientiously summarized the lessons of experience 
over the past several years, strove to increase production of products sulted 
to sale and satisfying needs, accelerated turnover of funds, decreased over- 
stocking of inventories and obtained marked results. Last year, the machine 
building industry began to pick up. However, in the first half of the year, 
the funds used in producing finished products amounted to 143.94 million yuan. 
In order to reverse the tendencies to one-sided understanding of “quadrupling,” 
to disregarding social requirements and to blindly pursuing output value by 
some enterprises, the provincial Machine Building Bureau issued a timely cir- 
cular and issued plans for increasing production of goods suited <o sale which 
satisfy needs. This resulted in enterprises rapidly shifting the emphasis in 
their work to a course in which the key factor is increasing economic results. 








At the end of the year, the quantity of finished goods in inventory was 12.4 
percent lower than at the first of the year. Of 50 major products checked 
throughout the province as a whole, there were 35 for which supply did not meet 
demand. Orders this year for such products as automobile starters, walking 
tractors, electric wire and electric cable have already been placed and drawing 
up of contracts for 1984 has begun. In the first quarter of this year, the 
machine building industry throughout the province as a whole continued to de- 
vote its efforts to cutting back on products in oversupply and increasing pro- 
duction of products in short supply, putting 39 new products into production 
and eliminating 16 backward products that consume large amounts of energy. 

This served to stabilize and increase production and economic results. From 
January through March, the 294 machine building enterprises under ownership of 
the people in the province as a whole realized an income from sales of 216.34 
million yuan, thus completing 88 percent of total output value. The amount of 
floating capital used decreased 15.3 percent as compared to the same period 
last year, turnover of capital was accelerated 44 days and inventories at the 
end of March were 2.6 percent lower than at the start of the year. 
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FINANCR AND BANKING 


OVERVIEW OF CURRENT FINANCIAL WORK 
Beijing CAIZHENG [FINANCE] in Chinese No 8, 8 Aug 83 pp 4-6 


[Article by Rong Zihe [2051 1311 0735]: “Some Views on Current Financial 
Work") 


[Text] I. The Current Financial Situation 


The current financial situation has definitely taken a turn for the better, as 
is shown primarily in the following areas: 


A. The situation where financial income fell year after year has ceased; 
since the beginning of 1982, it has rebounded somewhat. From 1979 to 1981, 
the nation adopted a series of important measures to readjust the national eco- 
nomy and resolve numerous problems in the economy and the life of the masses 
which had persisted for a long time, and this required large outlays of funds, 
so that for these 3 years financial income fell temporarily. Uaving rejected 
borrowing foreign currency, the nation's domestic financial income was 106.8 
billion yuan in 1979, 104,2 billion yuan in 1980, and 101.6 billion yuan in 
1981--falling for 3 successive years. In 1982, it was 108.39 billion yuan, an 
increase of 2,3 percent by comporable computation specifications. Though the 
extent of income growth is very small, it indicates the development of a con- 
tinued upward turn in the nation's financial situation. 


B, The financial balance sheet has gone from large deficits to a basic equili- 
brium. The financial deficit was 17 billion yuan in 1979, 12.7 billion in 
1989, 2.5 billion in 1981 and 2.9 billion in 1982. It is a great accomplish- 
ment to keep the deficit within 3 billion yuan and something which was achieved 
only through bitter struggle. Although current finances have taken on some 
domestic and foreign liabilities and there is still some red ink, the feeling 
of urgency over the size of deficits is quite different from what it was 2 
years ago. 


C, The rate of increase in financial burdens has weakened; and this has al- 
ready attracted the attention of comrades in the leadership. For example, 
price subsidies grew by more than 99 percent from 1978 to 1979 and more than 
WwW percent from 1979 to 1980 and again from 1980 to 1981. There was no in- 
crease in 1982. As Premier Zhao Ziyang clearly pointed out in his “Government 
Work Report” to the First Session of the Sixth NPC: “Current subsidies for 
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agricultural product prices and other purposes shouldered by the nation have 
already reached 32 billion yuan, and if measures are not taken from now on they 
will continue to increase greatly, This is something the financial strength of 
the nation cannot bear and so must be controlled.” 


The upturn in the financial situation was brought about primarily by an upturn 
in the economic situation. The health of the economic situation over the past 
2 years has seldom been matched since liberation. Since the 3d Plenary Ses- 
sion of the Eleventh CPC Central Committee, the major thrust of the work of 
the entire party has switched to ecoromic construction, to eliminating the 
chronic “left" errors existing in economic work and to conscientiously carry 
out the eight-character policy of readjusting, restructuring, consolidating, 
and improving, following through with a series of correct policy measures, and 
holding fast to the policy of “two levels and one stable", Of special impor- 
tance are the various forms of responsibility systems of contracts linked to 
production being undertaken in the villages which have brought obvious changes 
to their character. Our nation's economy has already passed through its most 
difficult period and taken up the healthy route of stable development. 


The 12th CPC Congress brought up concentrating funds, ensuring key construc- 
tion, and setting up the thought that “the entire nation is a chessboard," and 
suggested that increases in farmers’ income could no longer rely primarily 

upon raises in the purchase price of farm products or upon expansion in the 
scope of price raises and price discussions; the extent of increases in aver- 
age income for staff and workers would have to be lower than that for the 

raise in the labor production rate. The First Session of the Sixth NPC also 
emphasized again and again holding down and fixing the scope of capital invest- 
ment as well as the idea that in reforming the system, the nation should come 
first, the enterprise second and the individual third. The conscientious 
enactment of these policies should spur an even further upturn in the financial 
and economic situations; and if continued steadfastly, a revitalized economy 
can come about and the strategic goal of fourfold growth in 20 years will be 
within reach and can be realized, 


However, we must al.» take into account that the financial situation has not 
undergone a thorough upturn, some serious problems in financial work have not 
been thoroughly solved, the achievements in financial work mentioned above 
have not been solidified, and the nation's finances still cannot withstand a 
major shock. If we are to solidify these achievements we must put forth the 
greatest of efforts. 


Il. Probleme Facing Financial Work 


The problems currently facing financial work are those which have not yet been 
thoroughly solved: 


A, The gross industrial and agricultural output value and national income 
have gone up yearly over the past few years, but financial income has steadily 
fallen, and while there was an upturn in 1982, it was a very small one. The 
1982 gross industrial and agricultural output value increased 8.7 percent over 


3h 








the previous year; the national income increased 7.4 percent; however, finan- 
cial income increased only 2.3 percent. Although the financial balance sheet 
has been basically level, there was st!!1a2.9 billion yuan deficit. What 
should be noted {a that the ratio of budgeted income to national income ts 
getting emaller--only 25.5 percent in 1982, though it has been generally in 
the W-49 percent ranye since the founding of the nation. Fiaanctal difficul- 
ties have been even greater centrally than locally, and the deficit has mainly 
been in central finances, If this situation does not change, it will be dif- 
ficult to guarantee the funding demands of the nation's key construction. 


&. Financial burdens are still very heavy. For example, price subsidies In 
1982 reached 32 billion yuan--almost W percent of the national budget; indus- 
trial enterprise losses were still 4.2 billion yuan which, combined with losses 
in foodstuff and commerctal enterprises, reached a total of 10 billion yuan, 
while in the sare year there were considerable amounts of goods which were 
unsalable or overstocked, Incentives and expenses of al! sorts in 1982 

reached 9 billion. 


C, There was a loss of control of money in circulation and the extent of the 
increase in average wages of staff and workers exceeded the increase in the 
labor productivity rate, Investment in basic construction in state-owned units 
in 1982 surpassed planned levele by 11 billion yuan for an increase of 11.2 
billion yuan over the previous year, or 25.4 percent. This was much greater 
than the amount of increase In national income. Growth in production for all 
labor tn {Industries and enterprises owned by the whole people was 2.3 percent, 
while wave tncereases for etaff and workers in the same units increased 7.6 
percent over the previous year, and incentives and excess wages for plecework 
increased 19.8 percent. Thia kind of situation is difficult to sustain. 


The three questions just mentioned are the most {important ones for financial 
work; and the reasons for them can be summed up in the following two aspects: 
Firet, economic results have not been great; second, allocation of funding has 
heen too dispersed, These two aspects of the problems were raised at the 12th 
CPC Congress and the let Session of the Sixth NPC and rateed vigorously, along 
with ways of solving them; and there are clear ruies concerning them In the 
new conatitution (Article 14, Section 3), 


Comrade Zhao Ziyang has been taiking about problems of economic results now 


for more than 1 year, and everyone's awareness of them has been ralieed. There 
NAY heen som resulta tn the Saat year, hut all tn al i. current ¢ ronomic re- 
sults are til) very inadequate and far below our needs. Cost plans for state 


industries and enterprises for 1982 were for a 2-3 percent reduction, but in 
fact it did mot fall at all. The profit taxes realized from Industrial out- 
put value fell from 25.5 to 24.6 yuan per 100 yuan; some raw matertala for in- 
duatrial production were wasted: quality was down and below atandard; the fixed 
capttal payment use rate fell from 86.6 percent to 74.4 percent: the Mintetry 
f 


of Commer: syater commodity circulation coset rate increased from 7.8% to 9 per- 


rent; the cycle for circulating funda was extended 15 days: realized profite 
were reduced 4,2 percent and the deficits In foreten trade saw no subatantial 
leorovement. 








As far as the problem of funds dispersal is concerned, the amount of extrabud- 
getary funds has increased sharply, from 37.1 billion yuan in 1978 to 65 bil- 
lion in 1982, already approximating 60 percent of the income in the national 
budget. With the increase in money for enterprises and individuals, bank 
deposits are up more than W billion yuan; still, there has been no increase 

in finaacial income. With local and enterprise money increasing, the central 
treasury is experiencing deficits and so has tnatituted measures for accumulat- 
ing funds: borrowing from local finances, issuing government bonds, collecting 
basic construction funds for energy and transportation, and enacting govern- 
ment monopolies in the sales of tobacco and alcohol, etc. Still, the problem 
has yet to be thoroughly solved, and in carrying out these measures each unit 
has its own opinions and methods, so that you collect your funds while I try 
my own tricks. There are some practices going on which are not good. 


Some units put undue emphasis on sectional profits, local jobs and work for 
their enterprises and tgnore the overall balance. In the present work of 
planning, fixing budgets, and setting bases for contracts, some units are in- 
cessant in their clamoring for their contract base to be lowered so they can 
retain more, witheut considering the difficulties of the situation for the 
nation and the ces: ral government, Localities and enterprises should flourish, 
but the life of the overall situation should be considered even more so that 
the central treasury can provide for key construction and the demands of other 
central expenditures, We should all have an overall conception and encourage 
sectional profits to follow overall profits. 


Itt. What Ie To Be Done’ 


At present, the major governmen: policies for finance and economics herve al- 
ready been set into place. The national economy shall continue to carry cut 
the elght-character policy of readjustment, restructuring, consolidation, and 
improvement and bring about “the two levels and one stable,” so that a funda- 
mental upturn in the financial and economic situation can be grasped. Comrade 
Hu Yaobang suggested that “the entire nation is a chessboard” at the 12th CPC 
Congress, along with the policy of accumulating funda for key construction. 
Comrade Zhao Ziyang brought up 10 principles centered on upgrading economic 
results at the Fourth Sesaton of the Fifth NPC, and at the Firat Session of the 
Sixth NPC mentioned principlca, steps, and measures concerning economic con- 
struction and reform of the economic system, We must steadfastly and conacien- 
tiously carry them out. I feel that in thia endeavor attention should be paid 
to the following three questions: 


A. The question of tdeological consciousness, Why ta {t that current economic 
results are not high? Excluding the elements of certain objective difficul- 
ties, this is primarily a question of awareness of economic results. When this 
meareness ia inadequate, then action cannot be positive. The 12th CPC Congress 
clearly suggested that total economic work should be channeled into a path 
focusing on upgrading economic results. If economic results are not upgraded, 
our financial problems will not be thoroughly resolved, From now on it should 
be clearly put forward that the level of economic resulta ia the basic indica- 
tion of the condition of the national economic situation. Tt ia to be hoped 
that our financial theoreticians and comrades engaged in actual work will go 





forward to investigate sertously and actively propagate the question of eco- 
nomic results and put together the lessons which 30 years of expertence in our 
nation's economic construction have taught. They should find principles for 
solving these problems from the relevant theories of Marxism, and put forth 
methods and measures which are substantial and feasible for upgrading economic 
results, 


As for the question of dispersal of financial strength, it 1s to be hoped that 
our comrades will consclentiously study them and open up debate. Just as Com- 
rade Deng Xiaoping has said, we must stablish a Chinese style of socialism. 

If we cannot adapt to accumulating funds we shall never be able to come up 
with great achievements. Yet some comrades put undue emphasis upon the local 
initiative of regions or enterprises, I! feel that regions and enterprises do 
need inittative, but it must be incorporated into planning channels. Can ve 
condone any initiative which does not pay heed to the arrangements of upper 
echelons, which does not accept the constraints of national planning, which 
needlessly reduplicates facilities and builds superfluous new factories, which 
foists the backward upon the advanced, and which lets a partial benefit bring 
harm to the benefit of the whole? There are also some comrades who emphasize 
that whatever they preserve, they sbould receive a profit for; but that de- 
pends upon how it was achieved: some profits are achieved through imperfec- 
tions in the financial system and make no sense, so should not be preserved, 
Bringing about Chinese style socialism means that accumulation should be suit- 
able, Because our population is large and funds expended are great, naturally 
accumulation cannot be excessive, But if a bit more cannot he accumulated and 
{f dispersal is excessive, then there will be no way to carry out the four 
modernizations, The central treasury cannot always rely upon local sources 
for sustinence, In accordance with expertence in our own nation and in na- 
tions around the world, T agree with the opinion that the ratio of budgetary 
recelpts to national income should be matntained at 28-30 percent, and that 
the present 25.5 percent 1s too low, In addition, T support the ratio of cen- 
tral budgetary receipts to national budgetary receipts should be around 65 per- 
cent. The ratio of 75 percent for central budgetary receipts in the past was 
foo high and the present 50 or so percent Is too low. 


B. The question of the financial and economic systems. Tf the economic sys- 
tem is reformed, the financial system must be reformed as well. In the course 
of this reform, the principle of the nation first, enterprise second and indi- 
vidual third should be maintained. Substituting taves for pr fit turnover is 


1 good method and can be eradually perfected. Our country 18 a soctalist 
country, and § falism should | encourared, The legal vestem shoul be abided 
by. At present our system of laws and regulations is {mperfect. We must estab- 
lish and strengthen our system of laws and regulations. Il sugvest that ve 
swiftly enact laws on costs, accounting, depreciation, basic construction in- 


vestment, etc. If we utilize the legal system well to ensure that the various 
peneral and specific policies and measured are conscientiously carried out, 


then we can effectively prevent certain people from finding ioopholes, and 


avoid both losses and waste, 


‘? 
sa 


C., The question of financial and economic discipline. should have etrict 


financial and economic discipline, strengthened supervision of finances, of 








credit and of accounting; where there is law it can be relied upon and must be 
relied upon, and where law is disobeyed it must be investigated. We should 
self-consciously protect law, respect for the system, and strict financial and 
economic discipline. This is what all people are for. We must strive for 
those important conditions for a basic upturn in the manners of the party and 
of soctety and in the financial and eco »mic situation. 
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FINANCE AND BANKING 


DIFFERING VIEWS OF AUDITING WORK EXAMINED 


Shanghai SHANGHAI KUAIJI [SHANGHAI ACCOUNTING] in Chinese No 7 25 Jul 83 pp 
12-13 


[Article by Huang Hualin [7806 5478 7792]. "An Inquiry into Some Problems 
Concerning China's Auditing Work") 


[Text] Currently China is making preparations for setting up an auditing 
structure, it is drafting regulations for auditing, and supervisory 

auditing work is about to comprehensively unfold. Under a socialist systen, 
the manner in which we should develop auditing work, and especially the manner 
in which we establish a system for supervising auditing that suits China's 
national conditions, are both new topics and are worth looking into. In 

the recent past, this writer participated in many symposia concerning auditing 
work, had the opportunity to listen to many useful opinions, and was greatly 
enlightened. In discussions, everyone unanimously felt that it was indeed 
necessary to establish an auditing system, and they hoped that it would begin 
to unfold as quickly as possible. There were, however, several differing 
viewpoints on specific methods, the most important of which are expressed in 
the text below. Now, with my limited understanding, I will raise a few rough 
opinions, and in disorder I will toss a few bricks so as to induce and launch 
discussion. 


I. Financial Auditing and the Auditing of Economic Results. Many comrades 
think that in establishing an accounting system China must proceed from 
actual conditions. At present, accounting work as an important component 

in China's economic management still falls short of the objective requirements 
of development in our times. In order to enable accounting work to truly 
achieve a controlling and supervisory effect with complete records, that 
accurately reflects, promptly analyzes and is most effective, we must, 
through financial auditing, carry out strict supervision of all revenues and 
expenditures of the unit being audited, and in other management situations 
we must make an appropriate evaluation. However, there are also many 
comrades who feel that improving economic results has become the key problem 
in China's present economic construction. Thus, they feel that auditing work 
is not able to satisfy cur needs in general financial accounting, and we 

must change direction from carrying out beneficial auditing to considering 
the improvement of economic results as the key. The inspection of the policy 
decisions of the units being audited must then include inspections of their 














plans, budget, programs and other measures. Thus we can enable auditing work 
to play a protective role. 


I basically agree with the above view, because often the meaning of auditing 
is to investigate accounts, or is the state auditing an organization of 
independent executive businesses, it is carrying out an investigation of the 
accounts of three types of units who are being audited, to see whether their 
records are truly accurate, whether or not all revenues and expenditures are 
reasonable, the budget is legitimate, and whether or not an accurate appraisal 
has been made for implementing the results of the plan. With the development 
of production, the scale of production expanding daily, and the demand for 
auditing increasing in every respect, the scope of auditing has also 
developed. Its basic method, however, is still to set about investigating 
economic data, to penetrate step by step, and to begin to get a firm handle 
on the situation. If we abandon the accounting data and investigative 
analysis we would not be talking about auditing. China is a socialist 
nation; all economic activity is carried out under a national unified 
leadership. All enterprise units are face to facewith independent economic 
entities. In order to compel these units to even better carry out production 
activities in a planned way, to seriously implement a financial system and tax 
and revenue laws and decrees, and in order to correctly handle profitable 
relationships between the state, enterprises and workers, the state must 
implement the circumstances under which to carry out the supervision of all 
revenues and expenditures and all financial tax records for each unit by 
means of auditing. Certainly, realizing economic results are an important 
aspect to investigate when carrying out auditing work. An evaluation must 

be made, however, by means of an analysis and inspection of the accounting 
data, and not by an inspection of the anticipated economic results, plan, 
budget and program of these enterprises. Because the anticipated economic 
results are a forecast of costs and profits, an analysis of value, an 
analysis and study of feasibility and other situations, it is something that 
must be performed by the management departments of these few units, and they 
cannot hope that the inspection be performed by the state auditing board. 


Il. Auditing Before the Fact and After the Fact. Many comrades feel that 
currently numerous flaws exist in many units in production and investment 
projects, and there is serious loss and waste. If auditing is performed 
after the fact, then this kind of "belated effort" will be unable to produce 
any effect. Only after adopting before-the-fact auditing can we stop up 

the loopholes and prevent and avoid loss and waste. However there are also 
many comrades who feel that the auditing of the state auditing body should 
always be performed after the fact, and cannot be done beforehand. Every 
nation in the world does it this way, China cannot help but use after-the-fact 
auditing as a key. If auditing work is performed before the fact, and later 
on in the actual implementation losses, by chance, are incurred, then the 
results would be unspeakable. Because the auditing carried out by the 
state's auditing board depends upon accounting data, the accounting indeed 
reflects facts that have already transpired. Conversely, accounting work 

will not be able to reflect any facts that have not taken place. Therefore, 
this type of auditing must be performed after the fact. Moreover, if business 





has not been carried out and losses and waste have not occurred, how are we 

to evaluate whether or not they have been done correctly? If the state auditing 
body during this time states an opinion, is that not the same as participating 
in management? This does not conform to the spirit of independently 
exercising the power to audit and supervise. Of course, before the fact end 
after the fact are always going to be opposite to each other. Problems do 
occur in before-the-fact auditing, but lessons can be drawn from this; it 

can cause future work to improve and can provide a supervisory effect before 
the fact. I feel that the key lies in whether or not the authoritativeness of 
auditing is high. If everyone pays attention to the conclusions of auditing 
and handles affairs according to the views of an auditing body, then this 

will be beneficial in improving management and administration and enhancing 
economic results. If it is still a situation in which auditing controls 
auditing, persisting in the old ways of doing things, and if things are not 
done according to the conclusions of auditing, then even if auditing is 
performed before the fact, it will be unable to produce an effect. Further, 
currently, the phenomenon of great waste actually exists in production and 
investment projects, and this in many cases is due to a faulty management and 
administration or is created under the circumstances of a lack of analysis and 
study of feasibility, and by making rash decisions. In these few situations, 
there must be an auditing body continually carrying cut examinations and 
verifications which independently exercises the right to audit and supervise, 
which will thoroughly reveal contradictions, compel these few units to 
straighten management and who fundamentally solve problems. 


Ill. Internal Auditing and External Auditing. In discussions there is not a 
large divergence of opinion concerning internal auditing and external auditing 


and the duties that each should bear. owever there are differing views 
concerning the relationship of internal auditing and external auditing. 
Some coarades think that internal auditing must implement verticle leadership 


or assume responsibility for auditors with high appointments, and only then 
can it possess authoritativeness and truly bring into play the effect of 
auditing and supervising. Some comrades, however, disagree with this view. 
They feel that the state auditing body cannot ceive credited auditors tc 
several thousand units, and the leadership of the internai auditing of these 
enterprises cannot be unified by the state auditing body; only the 
administration of these few units can lead. I feel that an enterprise's 
internal auditing is not the same as the external auditing of the state 


auditing body; it does not possess the legai effect. A unit usually uses 
both specially established organizatior ind personnel with special duties 
from out sid f their a nting departments to undertake the duty and it is 
guided by their administration or head accountant; thus they do not ive 

a subordinate relationship to the state auciling body. However, the 
responsibilities of internal auditing are fair’y broad and normally include 
examining and approving finances, plans for costs and profits, and the 
budgets of the units; it includes examining receipts, accounts and report 
forms; it includes inspecting the neglect of duty, corruption and other 
situations in financial and economic rec } at in the implemen io f 
work in financial and auditing systems; it inciudes checking the analysi 
reports and other pertinent economic contracts for the feasibility of 


investment projects. hus it is both a financial auditor and management 











auditor; it can both audit before the fact and after the fact. After 
internal auditing is performed, it aids in improving management and 
administration, preventing loss and waste, and improving economic results, 
and it can also contribute fairly dependable data for external auditing, 
lighten the amount of work in external auditing; this is extrersly beneficial 
as regards opening up auditing work. 


The above few views are not necessarily correct, they are merely to ponder 
over and for all to discuss. 
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FINANCE AND BANKING 


TAX BURDEN IN RURAL ARPAS READJUSTED 
Nanjing XINHUA RIBAO in Chinese 29 May 83 p 1 


[Article: "Rational Readjustment of the Tax Burden in Our Province Stimulates 
Healthy Development of Commune and Brigade Enterprises] 


[Text] Implementation in our province of the State Council's “Supplementary 
Provisions Concerning Readjustment of the Industrial and Commercial Tax Burden 
of Commune and Brigade Enterprises" is leading to healthy advances in brigade 
and commune enterprises, 


According to the “Provisions” of the State Council, the profits earned by com 
mune and brigade enterprises producing more than 20 types of products, such as 
tobacco, alcohol, sugar and cotton yarn will without exception be subjected to 
incom taxes on the basis of the eight-step over-quota progressive tax rate 
and the period of consideration for exemption from industrial and commercial 
taxes is eliminated, This “Provision” has been in effect since 1 April of 
last vear. The following changes have occurred in the commune and brigade 
enterprises of our province, 


We have subordinated ourselves to the overall situation of the national economy, 
readjusting the structure of industry and production and avoiding the phenome- 
non of blind production. For example, in Huatyang City, there were once 150 
small breweries with low outputs and with poor-quality products. Last year, 

as a result of the lever effect of tax revenues, 118 of the small breweries in 
the city as a whole closed down and turned to agricultural production and life 
services for commune members, with the output value of food processing for the 
city as a whole increasing by 87 percent and with the output value of indus- 
trial products using agricultural products as raw materials Increasing by 3% 
percent, In Wuxi County the year before last, there were 105 plants producing 
electric fans and parts, with the greater majority of their products being 
overstocked, In April of last year after taxes were levied on the basis of the 
tax rate stipulated by the state, more than 90 planta having high costs and 
with products of inferior quality were merged or ahifted, with fewer than 19 
remaining. fecause these plants raised the quality of their products and 
changed their designs, they lowered their costs and there were very great ex- 
pansions in production. 








Emphasis has been placed on tapping the internal latent power of enterprises 
and striving for economic results. As the cadres of the Zhongxiu Commune in 
Nantong said, “Going along relying on exemption from taxes by the state as we 
used to do in the past didn't work. Now we've got to rely on our capabilities 
to eat." Sixty plants in this commune underwent readjustment and reorganiza- 
tion. Economic accounting was strengthened and a change was made in the phe- 
nomenon of some enterprises having work but no workers and others having 
workers but no work to do, so that the existing labor force and material re- 
sources were fully utilized and the production ratio was better than last year. 
Another example is that of the cement plant in the Shitang Commune of Huatan 
County. For 3 years, it was allowed a tax exemption of 100,000 yuan, while it 
realized a profit during the same period of only a little over 29,000 yuan. 
After tax levying was restored last year, economic management in the factory 
was changed. For the year as a whole, it made more than 40,000 yuan in tax 
payments and still had a profit of 60,000 yuan. After the textile industry in 
Shazhou abolished the industrial and commercial tax allowance, more than 900 
varieties of products were designed and more than 500 were selected and or- 
dered inside and outside the province. Of these, more than 80 were new pro- 
ducts which found new outlets in market competition. 


Someone has asked whether or not the burden on commune and brigade enterprises 
has been increased. A comrade in the provincial tax bureau says that the state 
has adopted a policy of low taxes on commune and brigade enterprises. Last 
year, the tax revenues from commune and brigade enterprises throughout the pro- 
vince incressed by more than 260 million yuan as compared to the previous year. 
The principal cause for this was that the 3-year period of tax exemption that 
the state allowed the commune and brigade enterprises expired, with levying 

of taxes being restored in almost all of the cases. This portion of the tax 
payment was more than 199 million yuan. The increase in taxes on the basis of 
the readjustment of the tax burden for the 20 products as stipulated by the 
State Council was only 30 million yuan, or only about 2 percent of the total 
profit. However, upon approval, the state can still allow exemption from 
taxes for new commune and brigade enterprises and old enterprises that are in 
difficulty. Last year, reduction in taxes for commune and brigade enterprises 
in the province as a whole amounted to 210 million yuan. At the same time, 
there was corresponding consideration given to wage standards and financial 
expenditures in commune and brigade enterprises, 
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CONS TRUCTION 


CONSTRUCTION PROGRESS OF FIVE KEY SHANDONG PROJECTS 
Jinan DAZHONG RIBAO in Chinese 30 Jul 83 p 1 


[Article by DAZHONG RIBAO correspondent: “Rapid Progress and Good Results in 
Five Key Projects in Our Province: The Relevant Departments in Our Province 
Sum Up Three Basic Experiences for Doing a Good Job in Key Projects”) 


[Text] Through serious implementation of the spirit of the 12th CPC Central 
Congress and concerted efforts, party committees and government organizations 
at various levels in our province have made rapid progress and attained good 
results in the five key projects of Yantai Synthetic Leather Plant, Yanzhou 
Mine, Yan-Shi Railway, construction of Shijiu Harbor and multiple tracking of 
the Jiaozhowan-Jinan Railway. In the first half of this year, we have com- 
pleted investment projects valued at more than 390 million yuan. This accounts 
for 45 percent of all the completed investment projects in the whole province, 
and 41.5 percent of the plans which have been fulfilled this year. This {s 
higher than the average level of the completed investment projects in the whole 
province. The Yantai Synthetic Leather Plant has been basically completed. 
Rapid progress has been made in the construction of the Yanzhou Mine, which is 
of a high quality and ranks first in the eight major mines in the while coun- 
try. Good progress has also been made in investment plans such as the con- 
struction of Shijiu Harbor, the Yan-Shi Railway and the reconstruction of the 
Jtaozhouwan-Jinan Railway. 


In order to develop the results and continue to do a good job in key projects, 
the relevant departments in the province have recently summed up the three 
basic experiences in key projects in our province in recent years. 


Realistic reinforcement of leadership ia a major factor in key projects. The 
provincial committees and provincial government have placed key projects on 

the main agenda of events under the joint responsibility of an appointed 

deputy secretary and deputy provincial director. They have also set up a "lea- 
dership group for key projects” in conjunction with the department in charge, 
and this leadership group is under the control of the leading comrades of the 
provincial committee, provincial government and the department in charge, Tn 
regions, municipalities and counties where key projects are located, there are 
leading comrades who are in charge of these projects locally. These comrades 
have set up an office supperting key projects to handle land requisition and 








demolition of buildings, organize the supply of local construction material, 

arrange for production work and for the standard of living for the masses of 

people. “Onsite Command Headquarters” for various key projects have been set 
up to exercise unified leadership, unified planning and unified command over 

the construction of key projects and guarantee the completion of construction 
plans. 


Implementation of the “four priorities” is an effective measure for attaining 
success in key projects. The first is priority in land requisition and build- 
ing demolition. For the land required for key projects for the country, we 
have adopted the method of priority requisition or the method of “using the 
land first and purchasing it later” to guarantee that the urgent requirements 
of the project are met. The second is priority in arrangement for labor allo- 
cation. Strong labor contingents have been formed and transferred to accom 
plish national tasks which have been shouldered by our province. Third, there 
is priority in the supply of local construction material. At the time of a 
crisis in the avatlability of local construction material in particular, the 
priority is to meet the requirements of the key projects. Fourth, there is 
priority in transportation and communication and in water supply and electri- 
city. The implementation of the “four priorities” guarantees that the key 
projects are aroothly carried out. 


Mobilization of the masses of people to render active support is a reliable 
guarantee for the smooth progress of key projects. ‘The various localities and 
departments in the whole province have unfurled their banners in propagating 
the significance of key projects and mobilized the broad masses of people to 
bring into play the glorious revolutionary tradition and render all their ef- 
forts to support the kev projects, so that they have the necessary labor force, 
material and land when required and there is a green light for key projects 
everywhere. In the construction of the Yan-Shi Railway, nearly all the 452 
production brigades along the railway line have sent out workers to break 
stones, transport stones and repair bridges. In the construction of Shijiu 
Harbor, Rizhao County mobilized people in the whole province to render support 
for the project. At the peak of the harbor construction, more than 600 trac- 
tors transported sand and stone every day and mroe than 5,000 workers rendered 
support and made active contribution in the construction of the harbor. 
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INDUSTRY 


NUCLEAR INDUSTRY MAKES TECHNOLOGIES AVAILABLE TO CIVILIAN SECTOR 
OW190159 Beijing XINHUA in English 0111 GMT 19 Oct 83 


iText]) Beijing, 19 Oct (XLNHUA)--Methods to increase gold, germanium and uranium 
output, prevent power plant hazards or improve color kinescopes are among the 
technologies transferred by China‘s Ministry of Nuclear Industry to industrial 
departments for civilian purposes. 


Disclosing this, a spokesman told XINHUA that the Ministry of Nuclear Industry 
has begun to transfer the first batch of 65 items of key technology to civilian 
departments as part of its effort to help the nation’s economic development. 


Altogether, the ministry plans to popularize 780 items of new technology, the 
spokesman said. 


The ministry will pass on technical knowhow and provide products, and technical 
and consulting services, he said. 


One of the items to be popularized, the ion exchange process for extracting gold 
from ore, is expected to update China's gold mining industry considerably. 


Another item, the technology for extracting germanium and uranium from lignite, 
not only raises output but cuts down coke consumption as well. Application 

in the Lincang Smelter in southwest China's Yunnan Province has helped increase 
its annual net profit by more than 1 million yuan, the spokesman said. 


A monocrystalline silicon neutron irradiation technique developed by the Nuclear 
Energy Research Institute has helped raise the quality of color television 
kines copes to international standards. 


The ministry also undertakes to design gamma ray radiation devices for food pre- 
servation, sterilization and manufacture of special synthetic materials, the 
spokesman said. 
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DOMESTIC TRADE 


STATUS OF VARIOUS COMMPRCIAL REFORMS EXAMINED 
Guangzhou NANFANG RIBAO in Chinese 20 Jun 83 p 1 
{Article: “Status of Commercial Reforms in Some Provinces and Cities") 


[Text] Reform on the commercial front has gradually been promoted in various 
regions. Some of our sister provinces and cities have created new experiences 
in the spheres of reforming their commercial systems and opening up channels 
of circulation as well as developing production of commercial goods in rural 
areas. We shall introduce these experiences in the following text for the 
reference of our readers. 


Reform of Commercial Systems 


Heilongjiang Province pointed out: We have brought the central cities into 
Play and have readjusted the wholesale structure. The province has established 
wholesale centers for commodities, with an integrated economic entity having 
been formed composed of various specialized companies. Ranke and post and 
telecommunication networks have been established and comprehensive services 
have been expanded in the wholesale centers. Second- and third-grade wholesale 
organs in the same city have been merged. Second-grade wholesale links for the 
materials of agricultural production have been cut out and the materials are 
issued directly to the counties by the province according to the plan. Fresh 
commodities are delivered by the production units to the cities and go directly 
to basic level shops. 


Two tourist restaurants in Hanghou have implemented a system of fluctuating 
wages. The concrete practice can be summed up in the phrase, "Most is fixed a 
little fluctuates." That is, 80 percent of the standard wage of a worker each 
month is fixed and is given to him. The remaining 20 percent of the standard 
wage and all of the bonuses are calculated and paid on the basis of the accom- 
plishments of the management of the enterprise and in relation to profits, so 
that they fluctuate. The fluctuating wage of each worker must also be arrived 
at after a “three-level review" involving the restaurant evaluates the divi- 
sion, the division evaluates the group, and the group evaluates the individual. 


In the process of promoting a responsibility system, the catering and sugar 
industries and the tobacco and wine companies of Changzhou City mobilized their 
workers into democratically electing basic-level store managers. During the 
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elections, the conditions that a store manager should treet were explained to 
the masses so that the masses could make comparisons and selections on their 
oman. The leaders did not set restrictions, did not nomin-te anyone and did 
not draw up slates of candidates behind the scenes. Secret ballots vere cast 
directly by the masses. 


Opentng Up New Channels of Circulation and Fxpanding Commodity Production In 
Rural Areas 


The CPC Municipal Committee of Pelfing adopted nine measures for opening up 
channels of circulation of commodities, (1) They readjusted the policy of 
purchase and sale of agricultural sideline products. After the peasants have 
completed their assignments for state monopoly purchases of grain, ofl materi- 
als, live pigs, chicken eggs and dried and fresh fruits, they are allowed to 
engage in transactions via numerous channels. The commercial denartments take 
an active part in asaieting ther in promoting salen ard producers can also en- 
gage {n processing and sales on their own. (2) Reform of the commercial system 
in rural areas, Basic level supply and marketing cooperatives recovered their 
cooperative commercial character as quickly as possible and developed district 
and county supply and marketing cooperatives under joint economic management 
into commune federations on a broad acale. (3) Support was given to rural ccol- 
lectives and individuals {n developing catering, service and repair businesses. 
(4) After they complete their assignments for live pig sales to the state, 
collectives and commune menbere are allowed to slaughter animals on the spot 
and sell them on the spot and to draw their bonus grain for sales made at state 
set prices and when holding a slaughtering license. (5) The sales prices of 
agricultural eideline products other than those for which state monopoly sales 
assignments must be fulfilled may rise or fall. (6) The third category of 
agricultural and sideline products, and after the state monopoly purchase as-~- 
tenments have been fulfilled, the first and second category of agricultural 
and sideline products may be shipped for sale through numerous channels. The 
stipulation that outside shipment of agricultural and sideline products must 
be reviewed and approved by the authorized unit was abolished. (7) Communes 
and brigades and individuals are allowed to engage in transportation services 
and trucks from outstde provinces and cities are allowed to carry agricultural 
sideline products and products of production by commune and brigade enter- 
prises to riral villages in suburban districts. (8) Jurfediction for review 
and appruval of establishing rural construction corps has been transferred to 
lower levels, (9) Under unified pianning, food and livestock sectors and conm- 
mines and brigades can operate fee:t-processing plante. 


In the Chu County region of Anhui, the single-channel multiple-line commerctal 
system in the rural areas vas restructured and the peasants have engaged In 
trade and have envigorated circulation. There are five modes in which they 
engage in trade. (1) Commune bridge building. <A number of peasants voluntari- 
ly organize together, They purchase agricultural sideline products of their 
region and join up with communes and with related unite In outetde regions to 
sell their products, (2) Linking up with the foreign-trade sector. The pea- 
sants process or produce a number of export goode that are very highly spe- 
clalized and that have very high technical requirementea and form links with 





the foreign-trade sector to sell them abroad. (3) Cooperation with other house- 
holds for long-distance shipment and sales. (4) Trade warehouses, (5) Commune 
members have bought vehicles and boats and are engaging in transport. 


The forms of joint-management of agriculture and commerce that have been deve- 
loped actively in Tianjin City are as follows: Supply and marketing coopera- 
tives and specialized households have undertaken joint management of agricul- 
tural sideline products. Supply and marketing cooperatives have joined 
together with communes and commune members to operate processing plants. 
Supply and marketing cooperatives have undertaken joint management of produc- 
tion bases together with commume brigades. Trade warehouses under the juris- 
diction of city supply and marketing cooperatives and supply and marketing 
cooperatives are being operated under joint management and they are organizing 
direct introduction of agricultural sideline products into the cities, 
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FOREIGN TRADE 


LIANG XIANG ON SHENZHEN SPECIAL ECONOMIC ZONE 
Beijing JINGJI RIBAO in Chinese 7 Jun 83 p 3 


{Interview with Liang Xiang [2733 3276], mayor of Shenzhen City, by unnamed 
reporter: "We Are Definitely Doing A Good Job of Building the Special Econo- 
mic Zone"] 


[Text] When this reporter arrived on time one Sunday morning in the reception 
room of the very stylish Shenzhen Municipal CCP Committee Building, Comrade 
Liang Xiang was already waiting for him, 


Liang Xiang said to the reporter: The objective of the decision by the CCP 
Central Committee to establish the special economic zone is, through imple- 
menting special policies and more flexible measures in the special zone, to 
accelerate the development of economic cooperation and technical exchange with 
foreign countries in order to promote the building of socialist modernization 
in our nation, Thereupon, he responded to the questions that the reporter put 
to him, 


Question: What are the special policies for the Special Zone? 


Answer: The first thing that is "special" about the Special Zone is that we 
do not spend the state's money but rather utilize foreign exchange to manage 
factories and enterprises and to expand economic construction in the Special 
Zone. The government has decided to implement the following special policies 
in order to encourage foreign citizens, overseas Chinese and Hong Fong and 
Macao compatriots who have capital to come to the Special Zone and invest in 
building factortes or to manage various types of enterprises, 


1. In the field of management and administration of enterprises, the guest 
traders can cooperate with us in joint capttal partnership enterprises or they 
can manage their own enterprises as sole proprietors, They can also hire 
foreigr workers, overseas Chinese workers and workers from Hong Kong and “acao 
for technical and management work. 


2. In the sphere of tax revenues, enterprises in the Special Zone are exempt 
from import duties on equipment, parts, raw matertals, means of transportation 
and other production materials that must be imported for production. Fxcept 








for tobacco and alcohol, duties on articles of daily use that must be imported 
will be levied at half the lowest rate. Except for a few goods for which duty 
will be levied according to regulation, other goods will be exempt from custom 
duties. Finished goods or semifinished goods manufactured by enterprises in 
the Special Zone for sale abroad are exempt from export duties. 


3. In terms of land use, the Special Zone can satisfy the land use needs of 
the investors, and, on the basis of different uses, can determine the most 
favorable use-fee standards and term of use. 


4. In terms of foreign-exchange management, the Special Zone enterprises can 
establish accounts at the Bank of China in the Special Zone or at foreign 
capital banks established with the approval of our side. 


5. In terms of product sales markets, the government of the Special Zone en- 
courages the sale of products of joint-management enterprises primarily on the 
{international market. At the same time, it allows joint-management enterprises 
to sell their products on the domestic market. The proportions of foreign 
sales and domestic sales should be determined on the basis of the differing 
circumstances of individual enterprises and products, through consultation 
among the various interests of the joint-management enterprises and through 
examination of cases by the concerned departments. 


6. In terms of management of personnel entering and leaving the country, the 
Special Zone will do everything possible to simplify procedures and to provide 
the proper conventences, 


Question: Are there legal guarantees for the aforementioned special policies? 


Answer: In August 1980, the Standing Committee of the Fifth National People's 
Congress approved the “Regulations of the People’s Republic of China for the 
Guangdong Province Special Economic Zone” and the four specific regulations 
that had already been announced so that the aforementioned special policy 
would have a legal position. Because the investors can obtain preferential 
treatment and guarantees in all areas, more and more businessmen from such 
countries as the United States, England, France, Australia, Japan, Singapore 
and Thailand and from the Hong Kong and Macao clistricts are coming to Shenzhen 
to discuss making investments. Over the past few years, more than 1,500 agree- 
ments have been signed between our side and investors from various countries 
and the Hong Kong and Macao districts. The total sum of investment specified 
in the agreements amounts to HK $10.2 billion and HK $1.8 billion, and has 
already been invested and put to use. Some enterprises have already construct- 
ed plants and gone into production and some are building plants and producing 
at the same time. They have all obtained quite good economic results. For 
example, "Weitanai," a product of the Guangming Livestock Farm, which is under 
cooperative management by Hong Kong businessmen and ourselves, already ac- 
counts for 60 percent of sales of fresh milk in Hong Kong. The products of 
the soft drink plant that was built by investment by the American-financed 
Pepsi Cola Co are being sold nearby in Hong Kong and in Southeast Asia, with 
ideal economic results already having been obtained. These forerunners indi- 
cate that there are good prospects for gain from investment in the Special 
Zone. 








Question: What advantages does an open door policy have for industrial and 
agricultural production and for the people's livelihood in the Special Econo- 
mic Zone? 


Answer: There are naturally advantages. Using foreign capital to start up 
factories and enterprises results in the economic structure of the Special Zone 
gradually developing from its original state of primary reliance on agricul- 
ture to a comprehensive economic structure incorporating industry, agriculture, 
commerce, housing and tourism. The proportion of industries is rapidly in- 
creasing. There have been great increases in the total output value of agri- 
culture and industry, financial income and exchange created by exports. 

Because of the expansion in industry and agriculture, the labor force in this 
region is fully employed. Workers’ wages have increased from the original 50 
yuan to more than 130 yuan. The average annual per capita income among pea- 
sants in the Special Zone has increased from 13 yuan to 680 yuan. We were not 
able to stop people from leaving regardless of what measures of confinement 
were taken. Over the past 2 years, the phenomenon of secretly leaving the area 
has basically been stopped. Many people who had left have come back voluntarily. 


Question: What is the nature of the Special Economic Zone? 


Answer: The economic component of the Special Zone will gradually develop in- 
to an economy in which stcrtec capitalism is the primary element. However, it 
will be in the category of state capitalism under the leadership of a social- 
ist economy. This is one of the major characteristics of the economy of the 
Special Zone. However, as time passes, the socialist economic component will 
gradually increase. 


Question: What effect will development of the economy of the Special Zone have 
on building modernization in the nation as 4 whole? 


Liang Xiang pointed out succinctly that it could make contributions to building 
the four modernizations in the following three aspects: First, the new tech- 
nology, new products and new equipment introduced as foreign capital which is 
brought in are urgently needed for building the four modernizations. Second, 
methods of scientific management of joint venture factories and enterprises, 
rapid turnover of funds, striving for economic results and a wage system of 
from each according to his ability and to each according to his work will pro- 
vide beneficial experiences for our nation in restructuring the economic syster 
for building the four modernizations. Third, the Special Zone is continually 
training large groups of technicians and administrative and management person- 
nel who will become an important backbone force in building the four moderni- 
zations. 


Question: What about the future development of the Shenzhen Special Economic 
Zone? 


Answer: The CCP Centrai Committee has pointed out: "We must definitely do a 
good job of running the Special Fconomic Zone." This {s a combat order. All 
of us party and government leadership cadres of the Shenzhen Special Zone will 











lead all of the people of the city in steadfastly implementing the decision of 
the party, opening up to the outside, boldly advancing and boldly becoming 
prosperous so that our Special Economic Zone will truly be “special.” We are 
definitely striving to build Shenzhen into a special zone with a high-level 
material civilization and spiritual civilization as quickly as possible and to 
make the proper contribution to ushering in a new phase in building socialist 


modernization. 
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CENERAL 


OVERVIEW OF CHINA'S ECONOMIC ACHIEVEMENTS FAVORABLE 
Beijing JINGJI RKIBAO in Chinese 3 June 83 pp 1, 2 
[Article: "Gratifying Achievements on the Economic Front"] 


[Text] In the spring of 1978, the first meeting of the Fifth National Peo- 
ple’s Congress was held at Beijing. At the end of the year, the CPC Central 
Committee also without delay convened the Third Plenary Session of the llth CPC 
Central Committee. From that time on, a new turn was taken on our nation's 
economic front and the national economy advanced steadily in the process of 
readjustment. In the 4-year period from 1979 to 1982, the total output value 
of the soctety increased an average of 7.5 percent each year and national in- 
come increased an average of 6.3 percent each vear. The initial restructuring 
of the economic management system caused the links of production, circulation 
and distribution to come “alive,” with gratifying changes occurring in the 
overall national economy, 


1. The rural economy shifted from its past long-term stagnation to a thriving 
state. Since the Sth National People's Congress and particularly after the 3d 
Plenary Session of the llth CPC Central Committee, every region implemented 
the various provisions of the rural economic policy, continuously expanding 
and perfecting the production-linked contract responsibility system, expanding 
the rights of independence of peasant management and production, overcoming 
the abuses of egalitarianism in distribution and greatly arousing the initia- 
tive of our 1 billion reasants. Transformation of rural production relation- 
ships has not only stioulated further expansion of productive forces but it has 
also led to profound changes in the economic base and in economic structure. 
From 1979 to 1982, there was a cecrease in the area of food crops that were 
planted because of readjustment of planting arrangements. However, total out- 
put of food crops each year still exceeded the level in 1978. Last year, total 
food output reached 706.8 billion jin, an increase of 16 percent over that of 
609.5 billion jin in 1978. On the basis of continuous large increases in pro- 
duction of major economic crops over the past 3 to 4 years, new maximum histor- 
ical records have been created. In 1982, by comparison to 1978, cotton output 
increased 66 percent, o1fl matertal output increased 1.27 times, sugar output 
increased 83 percent and tea output increased 48 percent. At the same time, 
there was comparatively rapid expansion of a diversified econory and of peasant 
family sideline occupations in the rural villages. Last year, the total output 
value «f agriculture for the nation as a whole amounted to 278.5 billion yuan. 








Calculated on the basis of constant prices, this was an increase of 33.5 per- 
cent as compared to 1978, or an average annual increase of 7.5 percent. This 
greatly exceeded the average annual rate of increase of 3.2 percent from 1953 
to 1978. What makes one particularly happy i« that changes from poverty to 
prosperity have begun in regions that have been impoverished and backward for 
long periods. More than 20 of the 231 counties in the nation as a whole that 
are in the most difficult straits are already selling agricultural sideline 
products to the state in large volumes, 


In recent years, a group of specialized households and key households with spe- 
cialized technical skills and management abilities have emerged. This has 
opened up new ways to expand the rural economy and raise marketability. For 
example, in Nanchang in the Poyanghu region of Jiangxi Province, two new coun- 
ties have been established and the number of peasant households selling 10,000 
jin of grain to the state has reached over 15,000 households, The marketabili- 
ty of these "10,000-{in households" is over 50 percent. In some areas, one 
specialized household sells several thousand jin of fresh eggs, 1,009 chickens 
or ducks, up to 1,000 jin of fresh fish or several dozen live pigs. This ex- 
ceeds the total sale to the state of a production brigade in the past. At 
present, the economy in our nation's rural villages is moving forward. 


2. Agricultural production is gradually shifting from an irrational product 
structure to organization of production in accordance with social demand. Over 
the past few years, the state has adopted a series of policies and measures 
that have actively supported the expansion of light industry with the result 
that the proportion accounted for by light industry is being brought into line. 
From 1979 to 1982, the total output value of light industry in our nation in- 
creased an average of 11.8 percent a year, a figure greatly exceeding the 
average annual rate of growth of 3.4 percent in the total output value of 

heavy industry in the same period, 


Readjustment of the industrial structure has stimulated continual large-scale 
increases in the production of consumption goods for daily use. In 1982, as 
compared to 1978, television set output increased 10.5 times, camera output 
increased 3.1 times and tape recorder output increased 72.4 times. Output of 
sewing machines, bicycles and wristwatches more than doubled and output of 
yarn, cloth, wool fabrics and sugar increased by amounts of 39 to 49 percent. 
There are more and more designs and varieties of light textile products. The 
increased production in industry and light industry has provided an abundant 
source of commercial goods for the market and there has been some alleviation 
of the short supply of popular goods. Seventy-three commodities that in the 
past were rationed and that were in limited supply on the market are for the 
most part now in abundant supply. 


At the same time that there is rapid expansion of production in light industry, 
in heavy industry, there has been a readjustment of product structure, the ser- 
vice aspect has been expanded and there have been comparatively great increases 
in products provided for saving energy and for agriculture, light industry and 
exports. For example, last year the machine industry developed more than 700 
new products of which more than 100 were new energy-saving products with wide 





uses. There were also marked increases in machinery and electrical equipment 
and ships for export. 


A’ the same time, some backward enterprises were eliminated and economic re- 
sults were increased, For example, after several hundred enterprises in the 
metallurgical industry which were high energy consumers and which produced 
low-quality products were closed or merged, there were marked turns for the 
better in the major economic and technical indicators and output increased, 
with the profit and tax revenues in the metallurgical industry as a whole for 
1982 being the highest in history. Once small chemical fertilizer plants 
throughout the nation had undergone readiustment and reorganization, there were 
great decreases {tn coal and electricity consumption, with a shift having been 
realized from losses to profits in the !ndustry as a whole for 1942. 


3. The market has been shifted from its past state of being an “exclusive eco- 
nomy” to a simultaneous develooment of one with diversified economic como 
nents, diversified modes of management and diversified channels of circulation. 
For the past few years, at the same time that the state has allowed state- 
managed commerce to play the dominant role, it has also actively supported the 
development of collective and individual commerce. The proportion accounted 
for by collective and Individual commerce and peasant retail establishments for 
nonagricultural res{dents in the total amount of retail eales of commodities 

{n the society tncreased from %.3 percent {n 197% to 24,3 percent in 1982. In 
many regions, there has been rapid expansion of collective and individual net- 
work outlets and of the personnel employed in them, In Szechuan Province at 
the end of 1982, there were altogether 333,900 retatl business catering and 
service network outlets. Of these, 13%6,000, or 49.8 percent, were collective 
outlets and 116,909, or 4.8 percent, were individual outlets, Of the 
1,319,900 persons employed, 463,900, or 35.1 percent, are emploved in collec- 
tive outlets and 113,900, or 9.9 percent, are employed in individual outlets. 
In Beljing City in recent years, there has been a distinct acceleration in the 
rate of development of individual bustness catering and service enterprises. 

In only a single quarter, there was an expansion of more than 11,300 households 
involving more than 13,990 persona, an Increase close to double that at the 
start of the year, There are 200 tndividual {tinerant traders tn the Tlexf 
District of Shenyang City. Since last year, these itinerant traders have been 
bringing In vegetables, fruits, aquatic products, dried vegetables and furni- 
ture from 12 provinces with a volume of business of 2.71 millfon yuan. This 
amounts to 13.7 percent of the total volume of aaltes tn the country fair trade 


in this district “net of then liective and tndividual yemercial busines- 
sea ave th haractertatioes of being small and decent lized and of being 
flexible, They have a ly legree of adaptability and make things onventent 
for the masses. They asafiat and supplement atate-managed commerctal enter- 
prises, 

In recent vears, urban and rural country fair trade {s extremely brisk, There 
has heen an Increase {n the varie! of goods wgotng on the market and there 
have been increases in the volume of business. According to statistics fr 

206 rural village country fairs, the volume of bustness {mn 1982 reached 900 
million yuan, an increase of 71.6 pere rt cor rec to the orevtous vear. Spe- 


Clalized and comprehensive markets serving commune production and life have 











appeared in some rural market towns, with more and more people going to market. 
There are more than 500 country fairs involving over 10,000 people in Shandong 
Province. At Chengguan in Wuzhong County in the Ningxia Hui Autonomous Region, 
there are market days every 3, 6 and 9 days, there being a never-ending stream 
of people going to market. At peak times, there are up to 50,000 persons. 

Some of them come from the mountainous region in the southern part of the auto- 
nomous region and some come from regions in neighboring provinces. 


4. The nation's economy is changing from a “semiclosed type" to being “open 

to the outside world.” Over the past few years, our nation has been actively 
expanding external economic activity in accordance with the principles of equa- 
lity and mutual benefit. Under conditions of depression of the international 
economy and of the decrease in the volume of world trade, our nation's foreign 
trade has continued to grow. According to the statistics on foreign economic 
trade, the total value of the export trade in 1982 was $38.9 billion, an in- 
crease of 88.8 percent over the $20.6 billion of 1982. The cumulative total 
for the past 4 years is $74.6 billion for exports and $71.9 billion for im 
ports, a favorable balance of $2.7 billion. Our country has also actively 
brought in foreign exchange and advanced technology, started up the special 
economic zones in Shenzhen, Shantou, Zhuhai and Xiamen, engaged in various 
types and modes of economic cooperation and has promoted economic intercourse 
with foreign countries. Since 1979, our nation has established more than 80 
enterprises under joint Chinese and foreign management and more than 700 coope- 
rative business projects and has undertaken as many thousands of projects in- 
volving cooperative development, loans to foreign countries, compensatory trade 
and renting. This has had a supplementary effect in expanding our nation's 
socialist economy. 


5. Distribution of national income is shifting from the mode of high accumu- 
lation in the past to rational allocation on the basis of the principle of 
"first people must eat and second they must build." Since 1979, the state has 
brought the high ratio of accumulation of the past down. The accumulation 
ratio at present has gradually fallen to below 3 percent from that of 36.5 
percent in 1978, with corresponding increases having occurred in consumption 
funds. Over the past few years, the state has exerted a great deal of effort 
for the purpose of improving the people's lives. As the result of raising the 
purchase prices of sideline agricultural products and of reducing some taxes 
in the rural villages, there have been corresponding increases in peasant in- 
come. In the cities and towns over this 4-year period, the number of young 
people and other personnel awaiting employment and graduates of universities, 
technical secondary schools and technical schools subject to unified alloca- 
tion by the state who were placed amounted to more than 32.8 million persons. 
In addition, readjustments were made in the wages of some workers and an award 
system was implemented, with corresponding increases in the household incomes 
of workers occurring. On the basis of a survey sampling household income and 
expenditures, average per capita net income per peasant families, which was 
133.6 yuan in 1978, increased to 270 yuan in 1982. When nonconstant factors 
are deducted, there was an actual increase of 92.7 percent. The average per 
capita worker household income that could be used for living expenses, which 
was 315.6 yuan in 1978, increased to 500 yuan in 1982. When the factor of 
price increases was deducted, there was an actual increase of 38.3 percent. 





The rapidity and the high degree of improvement in the people's lives in ur- 
ban and rural areas have not been seen in the past. Because of increases in 
income, there have not only been increases in the quantity of food, clothing 
and articles of consumption for daily use among the masses but there has also 
been an increase in quality. Savings deposits held by urban and rural resi- 
dents increased to 67.54 billion yuan by the end of 1982, an increase of 2.2 
times over the level of 21.6 billion yuan at the end of 1978. 


At the same time, the state made a readjustment in the direction of investment 
in capital construction. From 1978 to 1982, the proportion of investment in 
productive construction in the total amount of investment for capital construc- 
tion decreased from 82.6 percent to 54.5 percent. The proportion accounted for 
by nonproductive construction of residences, schools, hospitals and public 
facilities increased from 17.4 percent to 45.5 percent. This represents a pre- 
liminary improvement in the serious imbalance in the proportional relationship 
between “bones [productive investment] and "flesh" [nonproductive investment ] 
that has existed for a long time. 


The changes in the five areas discussed above are positive achievements that 
have been made in recent years in implementing readjustment, restructuring, 
reorganization and upgrading of the national economy. However, several prob- 
lems worthy of attention have arisen in the course of these advances. One of 
these is that, under conditions of a turn for the better in the situation, 
investment in fixed assets, which had been reduced, rose considerably last 
year, with control having been lost over investment outside the budget and with 
decentralization in the use of funds. Second, energy and communications and 
transport are not able to meet the demands of economic expansion. In many 
regions, there are inadequate energy resources and the state of shortage in 
transport has become aggravated. Third, there has been no clear improvement 
in the poor state of economic results in the three spheres of production, con- 
struction and circulation, The foundation of equilibrium between state finan- 
cial income and expenditures is still comparatively fragile and there are 
regular deficits every year. Fourth, commodity prices are still not suffi- 
ciently stable. Many enterprises in the course of business inflate their prices 
in disguised form and raise commodity prices to suit themselves, raising the 
standards for service charges and increasing the economic burden on the resi- 
dents. For these reasons, resolutely continuing to complete the task of read- 
justing the national economy, increasing economic results, rigorously control- 
ling fixed capital investment projects and proceeding with reform of the 
economic management system in a planned and step-by-step way remain tasks of 
top priority in economic work. 
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CONSCIENTIOUSLY STRENGTHEN USE OF FEASIBILITY STUDIES 
Tianjin TIANJIN RIBAO in Chinese 5 Jul 83 p 4 


[Article by Lin Maofeng [2651 5399 2800] and Jiang Jianwang [1412 1696 2598]: 
"Conscientiously Strengthen the Use of Feasibility Studies") 


[Text] Feasibility studies before key projects are the basis for the correct 
implementation of investment policies and the key link for improving invest- 
ment results. Over the past few years, economic construction in our country 
has adhered to objective laws and sought economic results. People are paying 
more attention to feasibility studies and certain results have been attained. 
However, this task is still in its initial stage. There are still many prob- 
lems that need to be studied and resolved. As far as we know, the several 
problems below call for our attention. 


1, Some people do not pay attention to feasibility studies and still tend to 
plan projects according to their subjective views. For example, some people 
put down feasibility studies as part of their projects, plans and tasks. How- 
ever, they say that feasibility studies are only something fashionable and do 
not carry out any such studies. Some people think that feasibility studies 
take up too much time and would adversely affect the progress of the project. 
Both views are incorrect. Large and medium projects on the whole take a longer 
time but these projects will also be put to use for a longer period of time. 

If we do not study the actual conditions for construction and feasibility of 
the project, there may be some hidden pitfalls which we are not aware of and 
losses may be incurred. According to investigations, since feasibility studies 
were not carried out on the 40 large and medium construction projects in the 
Fourth 5-Year Plan, and the Fifth 5-Year Plan periods and these projects were 
put in operation in a rush, 14 projects have been stopped, postponed or placed 
in a long period of partial operation only because of various problems. We 
should seriously learn from this lesson. Meanwiile, feasibility studies may 
appear to take more time on the surface but this may not be the case in reali- 
ty. Feasibility studies will not adversely affect progress since they can 
ensure the smooth operation of construction projects, suitability for use after 
completion of the construction project, good investment returns in term of 
savings in money, rapid results and high profits. Whatever influence there is 
on the progress is inevitable. 
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2. Some people take feasibility studies as a stepping stone for competing for 
projects and investments. In order to compete for projects and investments, 
they tend to require the economic workers to prove that the projects are neces- 
gary and feasible in accordance with the wishes of the individual leaders and 
the forecast of the economic results of projects is unscientific. This method 
was originally aimed at getting a few more projects and attaining more achieve- 
ments for their departments and units. However, since they do not talk about 
the scientific nature of things and do not take into consideration the actual 
conditions of the project, they may fail to attain the forecast goals and may 
even shoulder a heavy burden owing to probable adverse results caused by inade- 
quate conditions. 


3. Hasty conclusions lead to one-sided decisions in certain projects. A fea- 
sibility study has a strong policy, economic and technical nature. In addition 
to serious investigation and studies, we should analyze relationships such as 
microeconomic and macroeconomic results and advanced techniques and economic 
rationality before we reach a conclusion. However, since some comrades cannot 
handle these problems correctly, they tend to look at microeconomic results on- 
ly without looking at macroeconomic results and they make hasty decisions be- 
cause they go after advanced technology one-sidedly and neglect economic 
rationality. Consequently, there may not be adequate returns on investments 

in certain projects and these projects may even fail because of the blind de- 
cisions. 


In order to guarantee the seriousness, scientific nature and accuracy of fea- 
sibility studies and successfully complete the major projects, it is necessary 
to realistically reinforce feasibility studies of the projects. We have put 
forth several suggestions below: (1) Publish the management method or system 
relating to feasibility studies so that there are rules and regulations to be 
followed in the preliminary period of this project. (2) Reinforce the assess- 
ment of feasibility studies. In order to maintain truthfulness and seriousness 
in the project feasibility studies, it is necessary to declare clearly the 
invalidity of the reports on feasibility studies conducted by the units them- 
selves which have not been reviewed. At the same time, it is necessary to 
coordinate the various parties in the feasibility studies of major projects 

and form an assessment body composed of the different departments concerned and 
headed by a statiseical committee to carry out serious assessment. (3) Set up 
and improve a specialized responsibility system and a responsibility system for 
decisionmaking and clearly state that all workers who participate in the stu- 
dies are to be held responsible for the reliability, fairness and scientific 
nature of the reports on oroject feasibility studies. The leading organiza- 
tions concerned should seriously assess and review the reports on feasibility 
studies and they are held responsible for the results of the decisions on the 
projects. 
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SHANDONG INDUSTRY'S TRANSFORMATION BRINGS CHANCES 
Jinan DAZHONG RIBAO in Chinese 26 Jul 83 p 1 


{Article by DAZHONG RIBAO Correspondent: “Hold Correct Guiding Thoughts and 
Attach Importance to the Import of Technology: Four Changes Emerged in Indus- 
trial Technological Transformation in Our Province; Technological Reforms 
Implemented in the First Half of the Year Can Increase Output Value by 120 
Million Yuan") 


[Text] Industrial enterprises in our province have placed emphasis on improv- 
ing economic results, improving quality and quantity, increasing varieties, 
energy conservation, decreasing consumption, stressing environmental protec- 
tion and improvement of working conditions, actively adopting new techniques 
and giving impetus to the development of industrial production and improvement 
of economic results, so that four changes have emerged in technological re- 
formas. 


First, there is a change in guiding thought. Technical reforms have started 
to change from external to internal expansion. This is clearly seen in an in- 
creased proportion in items of an internal nature, and a marked decrease in 
civil construction engineering projects. In the technical reforms arranged by 
the state and the province, the proportion of items of an internal nature has 
increased from 40 percent in the past to approximately 70 percent and the area 
of civil construction projects has been reduced from 380,000 square meters in 
the past to 40,000 square meters. Meanwhile, in technological transformations, 
the key point has been shifted to aspects of improving quality, increasing 
variety and energy conservation. After inspection and assesement, out of the 
71 product varieties in industrial planning in the whole province submitted 
for consideration for the national quality awards this year, 50 varieties are 
up to the national advanced level and 20 varteties have attained or approached 
the international advanced level. In the first half of this year, coal con- 
sumption required for industrial output value of 10,000 yuan in enterprises 
which normally consume 10,000 tons of coal per year has dropped 0.4 percent 
compared to the corresponding period last year. 


Second, through drawing up plans for technological reform: in the sixth 5-year 
plan period, we compared the domestic and international advanced levels, found 
the differences, drew up measures and further clarified the main goal in 
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enterprise reforms. In a plan for technological reforms for the glass indus- 
try, the Provincial “o 1 Light Industrial Plant has decided to take three 
steps. The first step is to make use of the developed technology in the coun- 
try to properly carry out technological reforms in the four mator plants such 
as Oingdao and Yantai in the Sixth 5-Year Plan pertod. The second step is to 
popularize the advanced techniques and experience of the four mator plants to 
a number of backbone factories in the Sixth 5-Year Plan period. The third 
step is to popularize advanced technology in the next 10 y ears so as to raise 
the level of production technology and equipment for the glass industry in 

our province on the whole. In the machine industry, the province has taken 35 
new products as the focus in the Sixth 5-Year Plan period and carried out 
major reforms in ™% enterprises. Through reforms, we have added 96 new pro- 
ducts and 268 new specifications. 


Third, the various regions have attached importance to the task of importing 
new technology and have attained marked results. Owing to backward technology 
in the past, the quality of the products in the Oingdao Cathode Pay Tube Fac- 
tory was infertor and they incurred losses every year. Since they imported 
foreign equipment in 1981, the productive capacity has been raised from 100,000 
to 90,000 tubes and the rate of putting broken tubes to some use has reached 
85.4 percent on the average. A profit of 190,000 yuan was reaped in the very 
same month in which the machines vere put into operation and the capital in- 
vestment could be repaid tn ‘ust over a year. 


Fourth, the indepth development of technological reforms has effectively im- 
proved economic results. There are altogether 1,443 items of technological 
reform thie year. 120 items have already been completed by the end of June. 
These items could increase the output value by 120 million yuan and the pro- 
fits and tax by more than 2.4 million yuan. Jinan Match Factory learned from 
the advanced technology from other plants in this country and in foreign coun- 
tries and combined the mator work processes of stripping the outer layer, 
drying the stems, putting matches {nto boxes and sealing boxes into a stream 
lined production line with an annual output of 360.900 match products and has 
raised the level of mechanization and teproved the work effictency. This pro- 
duction line can save the consumption of timber by 720 cubic meters per year, 
cut dawn 220,000 unite of electricity, save 170 tons of coal and increase pro- 
fits by 690,000 yuan per year. Over the past few years, Jinan Chemical Plant 
has carried out “two reforma” and 90 items of technological reforms, and in- 
creased the product varieties from & to 12. Four of these items have been ap- 
praised as high-quality products. Industrial output and profits have also been 
increased in consecutive years. 
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JINGIL YANJIU VIEWS INSURANCE UNDER SOCIALISM 


HK260945 Beijing JINGJI YANJIU [POONOMIC RESEARCH] in Chinese No 9, 20 Sep 83 
pp 35-37, 75 


[Article by Zang Zhifeng (5258 1807 7%4]: “Pay Attention to the Study of 
Insurance Under Socialism” ] 


[Text] 1. Necessity of Establishment of Insurance Funds Under Socialism 


For a prolonged period, there has been a prevalent notion that insurance belongs 
to a capitalist society and that since socialiom itself is like a big insurance 
company, there is no need for the institution of insurance. 


In there any need for the establishment of insurance funds in a socialist society? 
tere, the fundamental point is to make clear the objective basis for the setting 
up of insurance funds. So-called insurance funds may be defined as kinds of 
reserve funds ret up for the purpose of indemnifying economic losses resulting 
from natural disasters ar< accidents. They represent an economic compensation 
masure adopted by mankin(t to ensure the continuity of production in the event 

of natural disasters and accidents. Establishment of insurance funds has no 
internal relations with the nature of the socialist system, but in different kinds 
of societies, insurance is affected by restrictions imposed by the social system 
and demonstrates different special features. 


This can be explained by the historical stages in the establishment and develop- 
ment of insurance funds. The formation of insurance reserves in the form of 
insurance funds evolved gradually following the gradual development of commodity 
production and currency exchange. Viewed on a wor.dwide basis, as early a 

AD 916, the Rhodian Maritime Act adopted by the island of Rhodes very clearly 
provided that: “Losses incurred through the jettison of cargoes to lighten 

the ship's load for protection of the interests of the whole should be shared 

by all the cargo-owners concemed.” This was, in effect, the beginning of marine 
insurance. Following the growth of capitalist production and commerce and the 
increasing complexity in economic relations, the institution of insurance rapidly 
developed. in a capitalist society, there are many and varied kinds of insurance 
coverage. They range from property to life, from material losses to ilability, 
from credit to guarantee, and include practically everything conceivable, 
According to statistics, in capitalist countries the increases in the gross 
volume of inaurance premium receipts were as follows: 1950's, 1W percent; 
1960's, 180 percent; and 1970's, 229 percent. in the past 3} years, the annual 
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growth rate has continued at around 10 percent. According to the Swiss “xi kema’ 
[6007 6344 3854] MONTHLY JOURNAL, in the gross national product of a country, 
insurance premiums usually occupy a relatively important position. Thus, in 
1976 in the United States, they accounted tor 4.4 percent of the GNP and arcund 
> percent in other developed countries. Naturally, the existence and growth of 
the capitalist insurance industry is ciosely related to the capitalist system 
and possess special features of capitalism. First, insurance companies are 
organized by capitalists primarily for the purpose of obtaining large amounts of 
profits from monopoly and, following the growth in the volume of insurance 
premiums, insurance companies have become an important pillar of commercial 
activities in monopoly capitalism. Furthermore, working people in a capitalist 
society, in buying insurance coverage, apart from seeking protection against 
accidents and disasters, have the intention of securing a stable Living by 

means of the insurance companies, being keenly aware of their exploited and 
Slave-like position and the lack of support from society for their livelihood. 


Under a socialist system, the establishment of insurance reserve funds carries 
a greater significance than that in any other social structure. First of all, 
socialist economy is planned economy. The existence of reserve iasurance funds 
make it possible for the distribution and spread of risks and the reduction to 
a minimum of losses from natural disasters and accidents, thus preventing 
reproduction from being disrupted and ensuring the swift development of the 
national economy. Second, the purpose of socialist production is to satisfy 
the needs of the people in material and cultural life. Concerning the needs in 
material life, they include not only needs tor individual consumption but also 
needs for public consumption which can only be realized through the establishment 
of scientific, educational, cultural, hygiene, health protection and social 
welfare enterprises. In the distribution of the gross social product, prior to 
distribution to individual workers, and out of the portion earmarked for means 
of consumption, an amount should be set aside to establish a sinking fund for 
"the disabled and those who have lost their Labor power," in this way providing 
aid to the aged. Hence, it may be seen that reserve insurance tunds are very 
much needed in the various stages of production, circulation, and consumption 
under socialism. 


2. Relation Between Establishment of an independent Insurance Fund and Fiscal 
Resevve Funds in a Socialist Society 


Socialist reserve insurance funds are divided into state fiscal reserve funds 

and independent insurance funds. The two are different from each other but are 
related to each other. the tormer consisis ol nationwide collection of taxes 
and profit remittances from state-run enterprises. It is principally expended 

on urgent needs in the overall balancing of the national economy, on meeting 
national difficulties resulting from foreign invasion and on relief of major 
natural disasters. As for the latter, the funds are formed through the collection 
of insurance premiums from insured enterprises and individuals. An insurance 
compary is an economic organ in the nature of an enterprise. [t has a contractual 
relationship with insured units and individuals, and undertakes the responsibility 
of giving assured economic indemnity according to the provisions of the insurance 











policy. in reality, under the socialist system, the independent setting up 

of insurance funds takes place through the method of collective mutual aid, 
raising funds from the social structure, and using economic tactics to 
indemnify economic losses. This has the advantage of removing the drawback 
of “everybody eating from the same big pot” at the sole expense of the state, 
thus lessening the burden on public finance amd on credit and loans. [Establish- 
ment of independent insurance funds in a socialist society, in coordination 
with fiscal reserve funds, constitutes a good form of fiscal compensation by 
the state. In 1981, the People’s Insurance Company of China paid out some 

107 million yuan of insurance indemnity funds to 2,500 enterprises and 

800 households which were victims of flood disasters in Sichuan, Liaoning, 
Shanghai and other localities. This enabled the enterprises to resume normal 
production several days, or several tens of days, after the disasters and also 
enabled the people's livelihood to be rapidly stabilized. 


Just as pointed out in a commentary by the State Council in 1982 on a report 

made by the People’s Bank of China on the recovery of the insurance business 

in the country and prospects of future development: Development of the insurance 
business and gradual establishment of an economic indemity system in our country 
have the advantages of safeguarding the normal production and operation of 
enterprises, stabilizing the people's livelihood, and reducing losses of property 
in the society. At the same time, they provide an important channel for accumula- 
tion of funds for construction. They represent indispensable stages in the 
economic activities of the nation. 


3. Nature of Insurance Funds and Principle Governing Establishment of Insurance 
Funds 


Insurance plays an intermediary role in the centralization and distribution of 
social funds. As mentioned above, insurance funds constitute economic compensa- 
tion funds, formed by premium payments made by insured enterprises and individuals. 
The amount of insurance premiums is not determined according to the operation 
results of the enterprises or their profit earnings. It is determined on the 
value of the insured property and the premium rate. The premium rate should be 
determined in accordance with currently available materials and statistics and 
also, in part, in accordance with the theory of probability, that is to say, it 
is computed on the basis of the varying conditions of the localities and trades 
and the probability of the occurrence of the event insured against. Insurance 
funds are also of a repayable nature, but, unlike bank deposits, are not repaid 
to all those who have paid the insurance premiums, but, through centralization, 
to those units or individuals who have suftered economic losses on account 

of natural disasters or accidents. Only in organizing and utilizing the funds 
strictly in accordance with the special nature of the funds serving economic 
indemnity purposes can we promote the healthy growth of the people's insurance 
business under socialism. 


Some people are of the opinion that setting up independent insurance funds is 
tantamount to taking away a slice of the state's fiscal pie and that it may be 
better for the finance departments concurrently to take over. This view is well 
worth looking into. First, fiscal funds and insurance funds are different 

from each other in nature and in direction of use. To have the finance department 





take over and transact the insurance business, or to eliminate insurance 
altogether and replace it with a noncompensatory fiscal measure for the relief 
of disasters, cannot effectively carry out the task of economic compensation, 
and if we transact business strictly in accordance with the procedure of 
formation of the insurance funds and the laws governing their use, then in 
reality finance and insurance have been demarcated. Over the past 3 years 
since its resumption of domestic business in 1980, the People’s Insurance 
Company of China has provided insurance coverage to the properties of enter- 
prises under the system of ownership by the whole people and that of collective 
ownership amounting to 42 percent of the gross value of the fixed assets and 
circulating funds or assets of the whole country. In addition, it has covered 
motor cars equivalent to 24 percent of the total number of motor-driven vehicles 
in the country as well as the properties of over 2.4 million households in the 
urban and rural areas. Currently, it is developing other lines of insurance. 
This shows that development of the insurance business meets the objective 
needs of socialist economic development and stability of the people's living. 
It cannot be replaced by the state budget. 


Second, it is possible that the fiscal receipts for the current year may be 
Slightly affected by the state-run enterprises having to pay their insurance 
premiums, or raising their cost of production, or taking away a portion of the 
profits, but, looking at the situation as a whole, setting up an independent 
insurance fund not only does not affect the fiscal receipts but can help in 
promoting their steady growth. 


l. Payment of insurance premiums by the enterprises is a necessary condition for 
the normal progress of simple reproduction in society. For individual enter- 
prises, natural disasters and accidents may be only occasional and accidental 

but they are unavoidable so far as the whole society is concemed. For example, 

in 1981, insurance companies in Nanjing issued 1,800 group policies of which 
ultimately 600 policies, or one-third, reported losses and had to be indemnified. 
Thus, seen from the individual enterprise, for the moment payment of insurance 
premiums represents a reduction in income and an increase in expenditure. However, 
seen from society as a whole and taking a long-term view, it is beneficial to the 
development of production and to an increase in revenues. 


2. On the part of the insurance company, in order to meet its own economic 
commitment, besides making timely indemnity payments to the disaster-stricken 
enterprises to enable them to resume normal production, it must at the same 

time cooperate with the relevant departments in accident-prevention work, in this 
way removing the potential causes of accidents and lessening the chance of their 
occurrence. Take 1981 for example: During that year, insurance companies in 
various localities cooperated with local fire brigades to conduct fire inspection 
of some 27,842 insured premises, or roughly one-third of the total number of 
insured premises. In the course of the inspection, and on the basis of the 
potential dangers discovered, 49,000 suggestions were made for improvement. 

Of these suggestions, 19,000 were adopted by the insured enterprises, thus 
removing the factors of unsafety. 


3. If, for the purpose of saving the payment of insurance premiums, an independent 
insurance fund is not set up, then in the event of an accident or disaster, not 
only will the accident-stricken enterprise be sorely affected but also other 











enterprises which have economic relations with it may be forced to reduce their 
production operation or even to suspend production altogether, thus affecting 
the development of social reproduction as a whole. In turn, revenues of the 
state will be reduced. According to statistics, in 198l, in Shanxi Province, 
the gross value of the circulating assets cf the local state-run enterprises 
amounted to 2.37 billion yuan. If all of them had taken insurance cover and 
assuming an annual premium rate at 1.8 per thousand, the annual insurance 
premium would amount to some 4.25 million yuan. However, between 1971 and 1981, 
because of the losses suffered by these state-run units due to natural disasters 
and accidents, the state's revenues were reduced by 59.99 million yuan, averaging 
a reduction of 5.49 million yuan a year. Hence, viewed from the angle of the 
revenues of the state, it would still have been worthwhile if insurance coverage 
had been taken. 


The people's insurance enterprise also constitutes an important avenue for the 
accumulation of funds in our country. Insurance funds, apart from contributions 
from state-run enterprises, mainly come from collective enterprises and 
individuals. This helps not only in the accumulation of funds but also in the 
return flow of currencies into the treasury. 


Organization of insurance funds should be based on the principle of volition. 

If we should depart from the mere purpose of raising funds, then we might 

commit the error of compulsion, and incur the displeasure of the people. Firm 
adherence to the principle of volition does not necessarily negate the need 

of compulsory insurance under certain conditions. For example, in certain 
localities, compulsory motor vehicle insurance is necessary. In the event of 
accidents, drivers of private motor vehicles are frequently unable to meet 

the heavy indemnity payments and civil court cases could ensue and might endanger 
social stability. Enforcement of compulsory insurance plays the useful role of 
providing collective aid to the affected parties. Literally, thousands of policy 
holders are rendering aid to a few and safety is ensured through the payment of 

4 small premium. 


4. New Situation in Our Country's Insurance Enterprise and a New Lesson for 
Theoretical Studies 


Following the progress in the reform of our country's economic management systen, 
the kinds of insurances which our people's insurance enterprise will need to 
study and gradually develop comprise mainly the following: 


First, property insurance covering agricultural production and the commune 
members’ households. Insurance problems concerning the plantation trade in 
agricultural production are relatively complex and are still being studied in 
various countries of the world. Our country areas have already gathered many 
new experiences in the field of insurance on “draft animals." For example, in 
Sheyang County of Jiangsu Province, insurance companies have cooperated with 
the veterinary station in offering joint insurance coverage pertaining to 

the technical and economic responsibility system in pig raising. The insurance 
company and the veterinary station carry interlocking responsibilities. The 
company relies on the veterinary station for disease preventive techniques 
whereas the station relies on the company for economic support. Prevention and 
protection are thus linked together, and neither can do without the other. In 
effect, this joint insurance scheme arouses the enthusiasm of the veterinary 
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station for plague-prevention and disease treatment, as a result of which the 
mortality rate of pigs has sharply declined. This has further promoted the 
development of the pig raising trade in the county. According to statistics, 
in 1982 the mortality rate of pigs dropped to 1 percent from 6.1 percent in 
1980, while the number of pigs in the county increased by 14.3 percent compared 
with 1981 and the number of pigs purchased during the year was 282,000 head, an 
increase of 197,000 head, or 42 percent, over 1981. At the same time, the 
countryside has widely adopted the system of contracted responsibilities in 
operation and developed diversified operations. As a result, the income of 

the peasants has generally increased and applications for household property 
insurance has continuously increased. 


Second, there is the problem of insurance of large-scale enterprises. At 
present, very few of the large enterprises directly subordinate to the central 
government are covered by insurance. But, following the expansion of the auto- 
nomous power of the enterprises, their responsibilities to the state have 

vastly increased. As relatively-speaking independent economic units, enterprises 
have overall responsibilities for the well-being of the properties of the state 
and should carry out an all-round system of business accounting. Under such 
conditions, it is hardly possible not to seek insurance protection or not to turn 
to insurance for ultimate support. 


Third, it is necessary to initiate retirement and annuity insurance schemes for 
staff members and workers. At present, collective enterprises have already brought 
up the problem of retirement annuity schemes. It is understood that the collective 
enterprises under the Bureau of Commerce of Mienyang District of Sichuan Province 
have a force of 7,1000 [as printed] staff members and workers but have to provide 
a living to, and feed some 7,900 retired staff members and workers. This not only 
has greatly increased the production cost of the products but also has posed a 
difficult financial problem for the enterprises. In the same manner, following 
the vast increase in the number of retired staff members and workers and the 
general rise in life expectancy, it is hardly workable for state-run enterprises 
to continue with the present practice of paying retirement funds out of their 
current income. According to statistics compiled by the relevant departments, 

by 1985, the annual disbursement of retirement funds in our country will amount 

to 20 billion yuan. The sinking funds for these annuities should have been 
accumulated through the years but if payment of them is heaped on any one year 
alone, the consequent burden on the enterprises and on public finance will be 
enormous. At present, rural villages have already demanded the institution of 
retirement annuities. However, the institution of such funds requires the 
adoption of certain transitional and preparatory measures. Funds for a retirement 
annuity system must be accumulated through the years. This requires annual 
contributions to be made by the staff members and workers commencing from the 
first year of their employment, and must be carried out in conjunction with the 
reform of the wage and welfare system. 
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